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PROCEEDINGS

CHAIRMAN HOWARD: Please be seated. Good
morning and welcome to this briefing. At this
time, I'11 ask Attorney Dulin if she will read the
docket.

MS. DULIN: Thank you, Mr. Chairman and
Commissioners. We are here today pursuant to a
request for an allowable ex parte briefing that was
filed by Progress Energy Carolinas, LLC, to be held
today, March 21st, at 10:30 a.m., here in the
Commission's meeting room. The subject matter to
be discussed at the briefing is: the Experimental
Prepay Pilot Program.

Thank you, Mr. Chairman.

CHAIRMAN HOWARD: Thank you. Mr. Anthony.

MR. ANTHONY: Good morning, Chairman, members
of the Commission. Thank you for having us here
today to talk about our Prepay Pilot. We're real
excited about it. We did this a few years back
before the technology had progressed to where it
is, and this provides us a lot of additional
opportunities, as well as for the customers.

So we'll kick it off. We have here with us
today -- starting on my left, your right -- Greg

Cagle, and he's a senior regulatory analyst;
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Cynthia Luhrs, our senior product developer; and
Chris Edge, director, Retail Strategy & Emerging
Technologies. And I think Chris will kick it off
and then turn it over to Greg and Cynthia. Thank
you.

CHRIS EDGE [PEC]: Thank you, Mr. Chairman,
and thank you all for your time here today. As Mr.
Anthony alluded to, we are very excited about this
concept. And just to give you a little historical
reference as to how we got to where we are, really
a lot of this is an impetus around a lot of our
focus studies over the past year and a half or two
years, as we have looked at the smart grid and
smart grid technology, and we've been doing various
types of research relative to customer needs and
attitudes, and trying to marry those two, Took at
opportunities for intersecting these new promises
of technology relative to the value that can be
created around the customer.

And what kept circling to the top was the
concept of prepay, so we've been investing quite a
bit of time and effort towards developing a pilot
concept which we want to use towards fleshing out
some additional research.

And at this time, I'm going to hand it over to
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Ms. Luhrs, who has really been spearheading all of
our efforts on program development activity and
will have the majority of the context of this
discussion, so we look forward to the dialogue.
[Reference: PowerPoint Slide 1]

CYNTHIA LUHRS [PEC]: Good morning. I'd Tlike
to talk about our Prepay Pilot Program, and to
start out with a brief overview of what "prepay"
is.

[Reference: PowerPoint Slide 2]

Many of you have probably heard of prepay in
the context of a prepaid cell phone, prepaid gift
cards that many folks use, that have become very
mainstream. And prepaid power 1is simply to pay-as-
you-go for electric service. So it's very similar
to all those mechanisms, and customers tend to
describe prepay in other areas where it's being
used as very easy, very convenient, very flexible.
They relate it to their energy savings. There are
very high customer satisfaction scores from other
folks we've talked to -- a couple here in South
Carolina from Horry and Black River, as well, that
have spoken to us and told us that their customer
satisfaction rates on prepay are up into the 80 and

90 percentile ranges. So customers, once they go
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on it, it really helps them eliminate what can be
sometimes considered a surprise at the end of the
month on their bill, so instead of waiting four
weeks for the bill to come out, another couple of
weeks to mail it, so six weeks later a customer
receives a bill and sometimes has a difficult time
relating what they did in that previous month to
what that amount comes out to be. And with prepay,
customers can see on a daily basis what their usage
is, and that is in dollars and in kWh, so they can
really start to correlate what they're doing and
how they are using energy to that daily amount that
they see. So we really liken it to it's very much
a lifestyle choice for the customer, helps them
budget and use energy the way that they want to use
it that's convenient for them.

Prepay also uses a number of education and
awareness tools to help the customer understand how
their usage really does relate to those dollars and
kWh. So things 1ike that knowing your laundry, if
you're using that on cold -- all the various energy
saving tips that can be out there to customers, it
helps them start to understand them. We've heard
many customers start to say that they related

exactly to know -- on a day-to-day basis, they know
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what they pay for power, which some of our
traditional customers may not understand on a daily
basis what they pay for power.

[Reference: PowerPoint Slide 3]

There are many benefits that we see to a
prepay program. And I mentioned the top one,
giving customers the power over their own destiny.
So it's really their l1ifestyle choice. They choose
really how to pay and when to pay. There are a
variety of mechanisms on how they can pay and when
-- anything from your cash and credit card payments
-- and in the amounts that you want to pay. And I
liken that to sort of the gas analogy where you may
be at the gas pump filling up your car, and you may
see the person next to you only putting in $5 or
so, at a time. Prepay is a very similar concept.
You can choose to set up a reoccurring amount that
just bills every month, that you put in a certain
amount every month, to all the way down to the
customer who wants to go and make a payment every
couple of days. That is a choice that the customer
makes on how they want to pay and when.

Of course, so there are no deposits required,
no late fees, no disconnect or reconnect fees, on

Prepay, since you are paying as you go for the
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service.

It's a very easy way for all of us in today's
economy to stay on budget and to think about that,
and again it equates that real-time information
about your use, your energy usage, to your dollars,
to you. And I'1l talk to you and show you some
examples of how customers can see that data for
them on a daily basis.

[Reference: PowerPoint Slide 4]

Len alluded to a 1ittle bit of the background,
that back in 2001 there was a very small pilot in
the Wilmington, North Carolina, area, with 137
customers. And technology has changed so
significantly, that Chris alluded to, that it
really is very feasible to have a prepay pilot out
there. Things have changed so much, with the
advent of smart phones being available to so many
folks, text messaging, so many ways for customers
to receive information.

There are many programs or pilots that are
launching this year, from a 1ot of other IOUs, and
I have a few up here that I have shown. And I
talked a Tittle bit, briefly, about Horry and Black
River, and they have current prepay programs that

are running that are very successful. They started
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out very small, and word-of-mouth has really taken
those and carried those forward to customers. Very
high satisfaction on those.

Some of the things that they've talked about
that are ramping along with what we're looking at
is that once customers go on prepay, they tend to
stay on it, so we call that a very sticky type of
program. Customers love prepay. Once they go on
it, they don't usually want to go off. And once
they understand how prepay works -- it is a little
different way of thinking -- then they don't
typically even call afterwards. They really self-
manage their own usage for that.

We've heard that there are anywhere -- from
folks who we just talked to -- anywhere from 10 to
15 percent of energy savings that come through a
prepay program, and that's something we'll be
looking to learn through our Prepay Pilot that
we'll be going through.

[Reference: PowerPoint Slide 5]

Some of the objectives that we're Tooking to
study for Prepay, of course, are to understand the
energy savings related to Prepay, to be able to
measure those, to validate those, to really

understand what's driving customers, what motivates
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them to participate in the Prepay, what they Tike
about 1it, what resonates with those customers. We
are looking at customer behavior, what things do
they change to achieve some energy efficiency, and
how they 1ike preferences. And I alluded to this a
1ittle bit before, but in Prepay the customer
decides how they want to be communicated to. So
there are many choices.

There is an in-home display device that the
customer plugs into an outlet, and that will show
them their daily usage in dollars and kWh, and they
will also receive messages through that. And there
will be a Timited number of those deployed, and
we'll Tearn from those, do customers really value
those in-home displays.

What we've heard from other folks that we've
talked to is that the smart phone is really the way
that people receive information. And so customers
may also have their smart phones, and receive text
messaging or e-mails and learn about their balance
that way, as well. So the customer can choose one
of those methods; they can choose many of those
methods. There's a text message that can go out,
an e-mail message, an automated phone call if you

don't have access to those. And if you're a
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customer that doesn't have access to the Internet
or a smart phone, then the in-home display device
would be a mechanism for those customers to receive
information.

And then for payment channels for customers,
there are a number of ways that customers may pay,
as well. That may pay in person at a cash
location, and MoneyGram is a vendor we are using.
They're in all Wal-Marts, all CVSs. If you're in
one of those, if you'll notice at the desk where
there's a red phone at the pharmacy desk that has a
MoneyGram sign, you'll start to notice those now
when you're out and about. Customers can pay that
way. They can also pay online through a customer
Web-facing portal that I'11 show a shot of a little
bit later in the presentation. And they can choose
to set up a reoccurring payment through the
website, as well. If they want to have it
triggered by when they reach a certain balance, or
to a day's threshold, I'11 talk a little bit more
about that; they can choose that mechanism as well.

[Reference: PowerPoint Slide 6]

And how does Prepay work? I started to get

into a 1ittle bit of this, but the customer -- what

we will do is, there's various ZIP Codes that we're
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looking at. The customer will go and make -- once
they've decided they would like to participate in
Prepay -- they will make an initial payment that is
equal to three days of power that is based on that
customer's usage, and they will select their method
of communication which I just spoke to a moment
ago.

After that, the prepay meter will be installed
at the customer's home. It looks very similar to
another meter. The only difference the customer
can see is there is a black button on the front
that we're not utilizing; it doesn't do anything.
Otherwise, the customer cannot tell the difference
between the meter.

The meter will then be read on a daily basis.
The meters are read at midnight, and then every day
at 10 a.m. the notices are delivered. Once the
customer reaches ten days of power, they'll start
receiving those daily messages telling them what
their balance is, and those will continue on ten
days to count down to zero. It gives them their
dollar balance, of course their kWh, and the number
of days of power remaining. That amount
recalculates every day, based on your individual

usage. So, I know we are very much past January,
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but if you were on Prepay and had a Super Bowl
party at your house, then your usage, instead of
having seven days of power left after the Super
Bowl party, you might go to five days of power,
depending on your activities. On the inverse of
that, if you had gone away for a weekend, then you
may have had more power. So you'll start receiving
those daily alerts when you hit a ten-day
threshold. And each customer will receive those in
their designated method of the way they want to be
communicated to.

Once that happens, when the customer receives
their daily alerts, they can choose when they want
to recharge that account. So they have a choice of
-- of course, at any time they can recharge it, but
if they want to wait until the ten-day alerts start
coming out, they can choose anytime during those
alerts as they are counting down on your days of
power. The customer chooses their method that they
want to recharge and how much they want to
recharge. We ask for -- that they recharge with
two days of power. And if they do not recharge,
then once the account balance hits zero, that next
day when it is read, when they receive their notice

at 10 a.m., then that disconnection would happen
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remotely and automatically. So there's basically a
friendly credit period between midnight and 10 a.m.
because we're reading the meter at midnight and
then providing those notices daily at 10 a.m.
[Reference: PowerPoint Slide 7]

Some of the various eligibility requirements
for customers: This pilot is open to new and
existing customers. We ask that the customer be on
our standard residential rate and have a 200 amp
meter base. We're looking overall through our
territory for up to 1,000 customers. Within the
Florence area, we've picked a couple of ZIP Codes,
and we'd Tike to have 250 customers in that area,
and the remaining customers in the North Carolina
area.

The ZIP Codes that we looked at have a large
variety of different customer segmentation types,
so that we can help to understand and learn,
through the pilot, who is interested in Prepay,
who's coming to participate, and why. Then as I
mentioned, the in-home display, there will be a
total of 250 in-home display devices available, and
it will be based on the customers that don't have
access to one of the other mechanisms of

communication, that want to participate in Prepay,
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would have access to an in-home display device.

There are a few other eligibility requirements
that we've Tisted in our filing, that talk about
not being on our nonregulated products and
services, and some other items like that for the
pilot, to keep the integration simple for a pilot.

[Reference: PowerPoint Slide 8]

At this point we'd Tike to talk about some of
the service rule waivers that we're requesting, and
I'd 1ike to turn this over to Greg.

GREG CAGLE [PEC]: Thank you, Mr. Chairman and
Commissioners. Obviously, a program that is as
technologically and philosophically different as
this one 1is requires some adaptation of existing
Commission Rules that all relate really to the
after-the-fact billing with meter reading we're all
used to. Most of these, I think, are going to be a
fairly self-explanatory description of this.

Rule 103-321, of course, relates to meter
reading, and we won't be doing meter reading
anymore. -339 -- well, -336 refers to deposit
retention, and as Cynthia pointed out, there really
will be no deposit to retain, refund, whatever.
-339 relates to customer billing, and there are

several sections here, but basically the recurring
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theme is that since we are not rendering a paper
bill as we have in the past, many of the sections
and subsections in 103-339 are no longer
applicable.

-352 is procedures for termination of service,
and here again, the termination of service is
really basically up to the customer paying their
Prepay billing, so these sections would not pertain
either.

We can go into this in greater detail, if you
like, but I think that, you know, this 1is basically
it.

CHAIRMAN HOWARD: We'll probably take that
opportunity when questions come. If we have a
question on a specific citation, we’ll do it then,
if you want to continue.

GREG CAGLE [PEC]: Okay.

CHAIRMAN HOWARD: Thank you.

GREG CAGLE [PEC]: Thank you.

[Reference: PowerPoint Slide 9]

CYNTHIA LUHRS [PEC]: 1I'd like to bring you
now to some of our estimated program costs. Chris
alluded to the DOE funding, and that 1is through
April 2013, and it's approximately -- overall, for

the program -- $3.3 million. And then we're also
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requesting this to run through the end of December
2014, and that would be another $650,000 for the
program, to allow us time to keep customers on
Prepay that are enjoying the program and the pilot,
to help them stay on it while we would be Tooking
at the program from the pilot.

[Reference: PowerPoint Slide 10]

This is a screenshot and it is a test system
-- so it's not real data of a current customer, but
it is test data -- that shows what the customer who
accesses the online customer portal would see. And
basically it's broken into a couple of sections
that I'd just 1ike to point out.

On the upper left-hand side, you can see that
it shows you that your account status 1is active,
and it then gives you what your balance is, what
your last payment amount was, and the active
payment arrangement 1ine there is for an arrearage.
And we are allowing customers with approximately
one month's arrears to go on Prepay, and then what
will happen in that scenario is each time the
customer makes a payment, 25 percent of that
payment would be applied toward their arrears
balance. And it's very similar, again, with things

that Horry and Black River and other folks are
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doing. They're doing about 30 percent on their
arrears. So that helps the customer pay down that
balance and still participate in the Prepay Pilot.

It, of course, shows the customer's address
and tells them that their meter is active. And
then it also tells them on there -- the account
overview section on the left, towards the bottom,
shows the customer the days remaining; it shows
them their dollars remaining; and then their
average usage, both in dollars and kWh. And it
shows, again, a visual representation -- for folks
that 1ike a visual representation, it shows them a
graph.

There will also be a screen that we're
currently under development on, that the customer
can dig into. If they'd like to see their usage
through the daily amounts, they'l1l be able to see
hourly information for each previous day. They can
see each hour's usage.

It will be interesting to see. Part of what
we will Tearn and track under our Web statistics
will be how many customers access that information,
as we've heard from others that many customers
never leave -- pass this account overview summary

screen.

PuBLIC SERVICE COMMISSION OF SOUTH CAROLINA




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

Ex Parte
3/21/12

Progress Energy Carolinas, LLC 19
Experimental Residential Prepay Pilot Program

The customers that don't have access to the
website will receive, as I mentioned, the similar
information through their in-home display device or
through a text message or an e-mail, that tells
them their days remaining. Each time they make a
payment, they will receive a message telling them
we received your payment, how much it was, and it
resets that counter. It gives them all that
information.

The customer will also receive information
that they get today, such as our notices and bill
inserts, through these same preferred ways. If
they are an in-home display customer, they will be
mailed that information if they don't have access
to another type to receive it.

And finally, that's all that I have.

[Reference: PowerPoint Slide 11]

CHAIRMAN HOWARD: Commissioners? Commissioner
Fleming.

COMMISSIONER FLEMING: Mr. Chairman

CHAIRMAN HOWARD: Commissioner Fleming.

COMMISSIONER FLEMING: I just would 1like to go
back to Mr. Cagle. I'd like to hear a Tittle bit
more about the termination program, especially -- I

guess I'm thinking in terms of elderly or sick
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people. I know some of those regulations were put
in for their safety and health concerns.

GREG CAGLE [PEC]: Al11 right. I can speak to
the waivers. Do you -- was there anything else
that needed to be said about the actual
disconnections?

CYNTHIA LUHRS [PEC]: I --

COMMISSIONER FLEMING: I just felt like that
was lacking in the presentations.

GREG CAGLE [PEC]: Sure. Okay.

CYNTHIA LUHRS [PEC]: Commissioner, if I may
speak to the eligibility, there are certain types
of customers that we call SST codes. Folks that
are on those medical devices, that have some of
those 1life-threatening issues, are not eligible to
participate in the Prepay Pilot --

COMMISSIONER FLEMING: Okay.

CYNTHIA LUHRS [PEC]: -- for this, because of
those types of items. So we did exclude those
customers from participating.

COMMISSIONER FLEMING: Okay, thank you.

GREG CAGLE [PEC]: Perhaps it would help to go
through the sections and subsections of 103-352
that we're asking for a waiver of?

COMMISSIONER FLEMING: Well, I guess it would
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be -- [indicating].

CHAIRMAN HOWARD: You can continue, Mr. Cagle.

GREG CAGLE [PEC]: Okay. Well, 103-352, of
course, is the procedures for termination of
service. We are asking for a waiver of Subsection
(a) in its entirety. This subsection addresses
written notice of termination, and it requires a
written notice not less than ten days prior to
termination of service. Of course, that will not
be applicable in this case.

I mentioned Subsection (b), which requires
reasonable efforts by telephone or in person to
contact customers who are subject to disconnection.
And again, this is -- it just doesn't work this way
with prepaid metering.

COMMISSIONER FLEMING: You have other methods
of --

GREG CAGLE [PEC]: Yeah. Subsection (c) of
103-352 requires utilities to provide for
arrangement of a deferred payment plan. And here,
because they are paying in advance, there really is
no deferred payment plan, as such.

There is a Subsection (d) which says "...or to
make arrangements for the satisfaction of the

balance of his account through a deferred payment
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plan," and again, the same thing is applicable
there; there is no deferred payment plan, so this
would not be applicable.

Subsection (e) of this Rule requires utilities
to maintain a record of all deferred payment plans,
so again, there won't be any deferred payment plans
relative to this Pilot Program.

And please remember that these rule waivers
all apply simply to the Pilot Program that we're
requesting today, not to other customers.

Subsection (f) of this Rule requires utilities
to provide a copy of termination notice to a third
party, and at least for purposes of the pilot, we
are not using any third-party notification.

CYNTHIA LUHRS [PEC]: [Nodding head.]

COMMISSIONER FLEMING: And I think that was in
reference to my concern.

GREG CAGLE [PEC]: Okay. Shall I go further
with the subsections?

COMMISSIONER FLEMING: Well, unless the other
Commissioners are interested, I think my main
concern has been addressed, and I --

GREG CAGLE [PEC]: Okay.

COMMISSIONER FLEMING: So I think the

termination -- the other things just seem to be
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modified for the program.

GREG CAGLE [PEC]: Okay.

CHAIRMAN HOWARD: Commissioner Wright.

VICE CHAIRMAN WRIGHT: Thank you, Mr.
Chairman. Good morning. All right. Let me ask an
obvious question: $3.3 million, 1,000 people. It
sounds T1ike a 1ot of money. That's 1ike $3,300, I
guess, a household. Isn't that right?

CHRIS EDGE [PEC]: Your math is correct, if
you normalize it by household. And it is -- based
-- one of the advantages that Progress Energy
doesn't have at this point in time is an AMI
infrastructure to where we could do a lot. So the
whole premise and the backbone of this program is
built upon the success of an AMI infrastructure, so
we are in essence having to build out a temporary
AMI dinfrastructure, which is going to require some
specialized equipment, as well as there's mainframe
infrastructure systems that are associated with not
only the receipt and collection of payments but as
well as the notifications that we've mentioned to
you, and the various forms of notification. In
addition, it's a pretty intense research project,
as well, so there's a fair amount of EM&V.

What I would caution the Commission on, and as
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well as ourselves, is that that price point and the
normalization that you've mentioned, this couldn't
be replicated on that order of magnitude as a full-
service offering. So the intent is that, if we
have verified that, in fact, the savings are true
and some of the hypotheses that we're testing
actually did come to fruition, then if we Tooked at
it on a full-scale deployment basis, then we would
have to make certain provisions to ensure those
replicated costs wouldn't occur.

Just to make a certain note, we are -- aside
from this and coincident from this -- Progress
Energy is looking at a Timited AMI deployment
that's also sponsored by some of the DOE funds.

I'm not here prepared to talk about that, but the
idea conceptually would be, if we matched up and
validated some of the assumptions and we see the
level of customer satisfaction and we see the Tevel
of energy savings that we are anticipating, that
perhaps what we do at that point is we would
leverage the targeted AMI infrastructure that I
suggested, that we're building out. So maybe, in
an oversimplified manner, all we're looking at on a
forward-1looking basis is just that incremental cost

for the meter to that next participant beyond that.
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Your math is correct, though.

VICE CHAIRMAN WRIGHT: An advantage that I see
with this -- and I associate this with the co-op
programs that I've read about and have heard about.
They seem to be, initially, more targeted at
delinquents -- delinquent accounts. You get a
meter in the home, you get payment up front, you're
doing away with the collection issue, and which
it's got to benefit the utility. Is that part of
your research on this, too? Are you looking at
that?

CHRIS EDGE [PEC]: Yes. We anticipate being
in a position so that we can capture and understand
the full operational benefits, as well, to the
utility, and the minimization of those delinquent
accounts, as well. I would suggest that that's not
the rational -- I mean -- that's not the rationale,
as to why we've deployed it. You know, stepping
back again, looking back at the enablement --

VICE CHAIRMAN WRIGHT: Sure.

CHRIS EDGE [PEC]: -- of the technology and
looking at the opportunity of the customers.

And if you -- as well, you might be interested
in looking at some of the ZIP Codes and the areas

we identified. Those communities not only had we
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recognized through some of our market research,
their specific nature and relative to participating
in other prepay programs, but those are also some
pretty diverse areas relative to the transient
population. We've got some Targe military bases;
we've got all makes and kinds of customers, so we
think there's a 1ot of applicability.

But again, back to answering your question,
yes, we fully intend to capture and understand not
only those energy saving benefits, but also those
operational savings benefits that you mentioned, as
well.

VICE CHAIRMAN WRIGHT: Yeah. Well, that just
seems -- that just Tooks like low-hanging fruit --

CHRIS EDGE [PEC]: Absolutely.

VICE CHAIRMAN WRIGHT: -- out there.

CHRIS EDGE [PEC]: There's that lack of
rolling trucks that were associated with connects
and reconnects, disconnects. As Greg -- Mr. Cagle
-- alluded to, we're not mailing bills, so we've
got bill savings associated with postage and having
a physical bill.

VICE CHAIRMAN WRIGHT: Right.

CHRIS EDGE [PEC]: So we understand and

anticipate there could be some very promising
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operational benefits, as well.

VICE CHAIRMAN WRIGHT: A11 right. Well,
speaking about mailing the bills and stuff Tlike
that, I'm not sure that I picked up in your
presentation whether or not the -- I wonder, are
there any processing fees associated with this to
the accountholder.

CYNTHIA LUHRS [PEC]: Yes, there are fees
associated with the program. For cash, it's
through the vendor and they charge $1.99, which is
a little bit higher than our current pay station
model charges. And then for credit card
payments/debit card payments, there's a $1 fee
associated with those for the customers making
payments.

VICE CHAIRMAN WRIGHT: Are they able to pay by
check?

CYNTHIA LUHRS [PEC]: We have not accepted
check for the pilot, and the reason why 1is, in the
time a customer mails a check and it gets to us and
we process it, they may have already run through
their power. Part of what we've heard from other
folks is that customers tend to recharge when they
get down to the last couple of days of power, and

if they're mailing in a check at that point, it may
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take much longer to clear, and so we are
discouraging customers from paying by check for
that reason.

VICE CHAIRMAN WRIGHT: So you can't do that
over the telephone, using your account numbers, or
anything?

CYNTHIA LUHRS [PEC]: Not for the pilot. For
a program that is a component --

VICE CHAIRMAN WRIGHT: ATl right.

CYNTHIA LUHRS [PEC]: ~-- that would be
considered and integrated.

VICE CHAIRMAN WRIGHT: Well, but you're
mailing the bills to them, right?

CYNTHIA LUHRS [PEC]: We are not mailing them
bills; they are actually receiving, electronically,
the information once they hit the ten-day
threshold, whether it's e-mail or text or online or
they're getting a phone call. So there's no longer
any mailed statement or bill to those customers.

VICE CHAIRMAN WRIGHT: So you're not eligible
for the program in the pilot unless you've got some
type of technology available to you, right?

CYNTHIA LUHRS [PEC]: Or you can accept an in-
home display device --

VICE CHAIRMAN WRIGHT: That has to --
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CYNTHIA LUHRS [PEC]: -- that you can plug-in,
that would also --

VICE CHAIRMAN WRIGHT: Okay. That --

CYNTHIA LUHRS [PEC]: -- push these messages
to you.

VICE CHAIRMAN WRIGHT: The message would come
through the box, okay.

CYNTHIA LUHRS [PEC]: Yes.

VICE CHAIRMAN WRIGHT: Okay. I gotcha. Okay,
thank you. That's all.

CHAIRMAN HOWARD: Commissioner Hamilton.

COMMISSIONER HAMILTON: Thank you, very much,
Mr. Chairman. Mr. Edge, in your answer to
Commissioner Wright, you said “temporary AMI.”

What do you mean by "temporary"? 1Is it going to be
obsolete when you start?

CHRIS EDGE [PEC]: Well, it's a -- I should
probably -- it would be best described, it's an
interim metering solution that's specific to this
pilot. So, again, the 1,000 participants in this
pilot will be leveraging a metering infrastructure
that will be specific to this pilot, and we have no
plans at this point to establish that beyond the
pilot.

And so we're -- because, again, we lack a full
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AMI infrastructure on a holistic basis within our
system, and really not getting into details, but
this full communications infrastructure that's very
common within the industry right now, that's
looking at things 1ike mesh network or powerline
carrier for accessing the two-way infrastructure
between the meters. What we're proposing for the
pilot is, so that we can accommodate the two-way
infrastructure, we'll use a cellular-based
technology that connects that meter back to the
head-end system, and we anticipate at the end of
the pilot, we would not replicate that particular
technology solution beyond the pilot. So that's
what I meant by "temporary."

We would anticipate that if we move -- again,
because I maybe haven't fully answered your
question -- if we move beyond the pilot into a
full-scale program, we would 1likely leverage a
solution that we're working on alternative to this,
which builds a mesh network solution that would
provide that two-way AMI capability. It just so
happened these are moving along coincident paths to
one another, not sequential paths.

COMMISSIONER HAMILTON: Yeah, I would just

Tike to feel reassured that the benefits to the
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ratepayer would last beyond the period of the
grant. And I believe you've got some expenses on
the end, $650K that I assume you'l1l come back and
ask for that in your next rate case.

CHRIS EDGE [PEC]: Well, yes, there are some
funds that we've identified beyond the DOE funds,
that we would be soliciting, and in fact, we would
ask to -- rather than the rate case, our
anticipation at this point is to put it within the
Energy Efficiency Cost Recovery Rsider. And we
would be soliciting those through the rider. And
we very well do believe that, aside from -- the
technology is not useful beyond the pilot. The
information that we gather, the research that we
gather would be, you know, extremely beneficial,
and that would be in the interest of the ratepayer,
particularly because it provides the Tevel of
insights to offer this program on a very large-
scale basis.

COMMISSIONER HAMILTON: I must have a mental
block. I'm having trouble understanding spending
$4 million on a temporary basis. And so far, you
haven't reassured me that it's going to be that
beneficial. Because you've been done there before

and it's gone now. You went to Wilmington, you did
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137 or -- how many -- was it 137 households? And
then you dropped it?

CHRIS EDGE [PEC]: Yes. And I wasn't a member
of the company nor was I, obviously, then a direct
participant within that, but we did conduct a
pilot, and maybe we can establish a little bit more
about what that pilot lTooked 1ike, and -- and
really it stems around technology again. And at
that point, the technology solution for offering
this to customers was -- there was no wireless
infrastructure back-and-forth. 1In fact, the means
by which information is transferred from the meter
back to these pay stations was by means of a
physical plastic card about the size of a credit
card. So there was a fair amount of incumberment
to the customer under those circumstances in which,
if they decided to recharge their meter, that they
would have to take this card out, physically, drive
it up the street to an available pay station
location, and then, you know, reload it, and along
with that would come any transfer of rate changes
or what have you, and then you come back home and
plug it in. So there was a fair amount of physical
requirements and incumberments that, for reasons

that were made thereon, were decided to not move
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forward. So what's changed now is this value to
the customer that's enabled by technology, and
that's exactly what we're trying to validate.
Before we spend a larger amount of money than the
$4 million that's already been described, we need
to reassure ourselves that, you know -- again, the
hypotheses are now -- we really are able to enable
customers, if we were to leverage this
infrastructure, to make it a much better customer
experience and perhaps even drive deeper energy
savings, and that would be -- you know, now, from
the customer no longer having to pass this physical
card, they might have their phone -- we call it a
smart phone, although we had -- you know, what is a
smart phone? Because Mr. Cagle over here still has
one that flips upside-down.

[Laughter]

But in this instance, his flip phone would
still be considered smart, because he can receive
text messages. But that aside, you know, in this
instance he doesn't have to make that transfer. If
he's at Wal-Mart and makes a new payment on his
MoneyGram, then there's a whole different value of
experience to the customer that he's got a text

message by the time he gets back to his car and
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it's an immediate reaction, and the availability in
the portal of information that's available through
the Internet that we've talked about far exceeds
that that we saw 10 or 11 years ago.

I think we've challenged ourself as to whether
we go ahead and jump in the deep end of the pool,
because we have still some fair amount of
uncertainty around, you know, whether those savings
are really what we see and understand from other
utilities that have deployed that, and whether this
value of technology -- because this could be a
very, very expensive solution if we're not careful.
Therefore, the construct we felt was more
reasonable was to pursue the pilot. It aligned
with what we had -- what was projected and was
outlined relative to the stimulus funds, and we
thought it was a very opportunistic time to take
advantage of those funds, rather than putting the
full $4 million burden on the backs of ratepayers,
with those uncertainties, and so that's the reason
we've approached it the way we have.

COMMISSIONER HAMILTON: But you did design it
that there's absolutely no risk to the company, is
there?

CHRIS EDGE [PEC]: Well, I think that there's
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-- anytime we come up with costs through the rider,
they're subject to the risk and scrutiny of the
Commission as relative to the prudence of those
costs.

COMMISSIONER HAMILTON: But the power --
there's no loss of -- the power you generate,
you'll be paid for 100 percent of it, won't you?

CHRIS EDGE [PEC]: I'm sorry, I don't
understand the question.

COMMISSIONER HAMILTON: I said, they'll -- if
they don't pay, on the Prepay, when they use that
power, they don't get anymore, so, no grace period.

CHRIS EDGE [PEC]: That's -- there is no grace
period, yeah, that's the whole concept of the
program. It is a pay-as-you-go program. That's
correct.

COMMISSIONER HAMILTON: Okay. What class of
customers, what section, are you actually piloting
in the program?

CHRIS EDGE [PEC]: Well, it's to the
residential class of customers. We've made no --
aside from the eligibility requirements, which Ms.
Luhrs reviewed, we've identified these broad ZIP
Codes within these five regions that she's

demonstrated, and there are no other limitations
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aside from the fact that, again, to keep the
integration simple, we are requesting customers not
be on any of the nonregulated programs or those
that make the billing a Tittle more difficult. But
it's not targeted towards any specific subclass of
the residential class. It would be available to
all residential customers, and so it would be
available to -- we would presume that customers who
had a technology interest would be interested in
this program. We presume that customers that are
energy savings conscious would be applicable. I
can think of instances that college kids in
situations that have a parent paying, a military
type family, people who are struggling on their
bill, it could be an applicable program. So we
think it has perhaps a very, very wide means of
eligibility and, you know, and that's part of what
we're trying to test and understand is what range
of applicability would it have.

COMMISSIONER HAMILTON: I can see a great
value to new customers that have to put up two
months' deposit on the previous person's rent --
or, usage, on rental property. I imagine you'll
have 100 percent of those, in those ZIP Codes;

they'11 1ine up.
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One other question. Ms. Luhrs, I was Tooking
at your chart, and on page two of the application
you stated that total program costs for the year
2013 shows Progress Energy general funds of
$223,000? But on page 11, you've got $324,000.
Which one of them is correct on that?

CYNTHIA LUHRS [PEC]: That's from our filing,
correct, that you're Tooking at?

COMMISSIONER HAMILTON: Uh-huh.

CYNTHIA LUHRS [PEC]: Pardon me. Just one
moment, please.

GREG CAGLE [PEC]: [Indicating.]

CYNTHIA LUHRS [PEC]: [Indicating.]

COMMISSIONER HAMILTON: It's on page two of
the application.

CYNTHIA LUHRS [PEC]: Okay. I see the 223.
One moment while I get to the other page you
referenced.

COMMISSIONER HAMILTON: Page 11.

CYNTHIA LUHRS [PEC]: And may I make sure I'm
referencing the same table as you? Are you looking
at the communications cost table?

COMMISSIONER HAMILTON: This [indicating] is
what I'm lTooking at. 1It's the Estimated Lost

Energy Sales, “Refer to..” -- Cost and Benefits,
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Program O&M Cost Projection by Type. It's page 11-
of-26. Under Progress Energy's general funds,
you've got 324 on page 11, and on page two it's got
223.

CYNTHIA LUHRS [PEC]: [Indicating.] And I
apologize, Commissioner. I'm trying to get to --
make sure I'm on the right page. I see the 223
line across, under general funds, on 2013. Is that
the 1ine you're referencing?

COMMISSIONER HAMILTON: Okay, I'm on 2013 on
page 11. You've got 221 on Program Administration,
3 under Communications, 100 under the EM&V, and 324
under Total.

CYNTHIA LUHRS [PEC]: I am looking at our
draft, and I apologize, I don't seem to have the
same exact table right in front of me to reference
back to, so what I'm looking at seems to have the
same number. I'l1 have to go back and validate and
look at that copy. I apologize.

COMMISSIONER HAMILTON: Okay, that's fine. If
you want this sheet to look at it, you're welcome
to it.

MS. MINGES: [Indicating.]

CYNTHIA LUHRS [PEC]: [Indicating.]

[Pause]

PuBLIC SERVICE COMMISSION OF SOUTH CAROLINA




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

Ex Parte
3/21/12

Progress Energy Carolinas, LLC 39
Experimental Residential Prepay Pilot Program

CHRIS EDGE [PEC]: Commissioner, I think that
we have, apparently, not a current draft of what
was actually filed, and therefore I think we're
going to probably need to go back and address that
question, and answer it. I apologize. But in
looking at the table, it's -- I can't at this time
reconcile the 223 and the 324 for the purposes of
describing the --

CYNTHIA LUHRS [PEC]: We -- I believe -- we do
need to get back to you. I see on this version --
I think, Tooking at this other table here -- some
costs and some different numbers between when we
firmed up and we filed. I believe that we do need
to go back and double-check.

COMMISSIONER HAMILTON: Okay. Thank you.

CYNTHIA LUHRS [PEC]: Thank you for showing
that to us.

CHAIRMAN HOWARD: Commissioners? Commissioner
Whitfield.

COMMISSIONER WHITFIELD: Thank you, Mr.
Chairman. I guess this could be probably for you,
Mr. Edge, or any of the three of you. You had a
little bit of an exchange with Commissioner Wright
about benefits to the company from collections and

billing, with the potential waiver of these
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regulations, and you acknowledged those with him a
little bit ago. I guess the other regulation deals
with meter reading, and with no more meter reading,
what, do you estimate some more benefits or savings
to the company there? Or not much? Or where do
you see that going? I see Ms. Luhrs -- if you want
to answer that.

CHRIS EDGE [PEC]: We certainly would expect,
in a full-scale program, that those as well would
be incorporated in the operational benefits,
because now you've eliminated any connect/reconnect
issues. You know, as far as meter reading itself,
as you're probably aware, for the majority of our
residential class customers we now use a drive-by
solution for meter reading, so that may be very
different than a utility that was looking at still
a manually read meter --

COMMISSIONER WHITFIELD: Right.

CHRIS EDGE [PEC]: -- and then therefore
looking at an AMI infrastructure. However, the
meter reading costs that we presume that very well
could be established would be -- it's not so much
the reading as much as it is the connect/disconnect
charges. Am I correct?

CYNTHIA LUHRS [PEC]: Commissioner, Mr. Edge
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is correct. The only other item we would see and
capture would be in the case of the
disconnect/reconnect; there would no longer be a
truck having to go out to perform that service to
the customer, since it would now happen remotely,
and we would be tracking those as well through this
pilot.

COMMISSIONER WHITFIELD: Okay. Also, Ms.
Luhrs, in your part, you talked about some of the
Pilot Program objectives, and one of the things you
mentioned you wanted to examine, the -- one of the
things you would be doing is examining customer
behavior. And I realize you're only going to have
a pool of 1,000 customers here. But on the flip
side of that, as you examine that behavior, what do
you think -- what do you all anticipate the company
would see in managing its load forecasting? With
these customers, of course, being able to see, as
you mentioned, what days, even, they have heavy
use, and times they have heavy use, what do you
anticipate from the company side, your demand
results?

CYNTHIA LUHRS [PEC]: I do believe -- and I'11
ask Mr. Edge to jump in here with me, as well, but

what we have heard from others and in our
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Wilmington pilot we had heard that there was about
10 to 15 percent energy savings, and that is what
we will be seeking to validate through this, based
on customers learning about their daily usage and
then managing that usage is typically where those
savings tend to come from. So that is something
we'll try to validate and understand is how do
those happen, based on some of our EM&V activities
that will take place throughout this pilot to help
us understand what contributed, what factors, what
behaviors contributed to those energy savings.
CHRIS EDGE [PEC]: And just to add to that,
how and when. So an important aspect is, what
contributions are there to coincident peak, more --
COMMISSIONER WHITFIELD: Well, that's really
more --
CHRIS EDGE [PEC]: -- seasonal and --
COMMISSIONER WHITFIELD: -- where I'm going.
CHRIS EDGE [PEC]: Right. And based on the
availability of interval data, we'll have that, so
we'll be able to see any type of seasonal
fluctuations, and make certain presumptions. For
example, if we're seeing the energy savings that
are coming from a summer peaking type contribution,

then we might very well assume that some of the
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behavior that's driving there is a set-back in
temperature, versus if we saw some of the energy
savings that are occurring at night in the middle
of the fall, and then we'd have to make other
presumptions about what type of actions have been
taken.

So we'll have the interval access and then
there will be a certain amount of -- a fair amount
of reviews and surveys with participants, as well,
so we'll get some indication from participants,
“Are you making any type of investments beyond
behavior,” that would include type of measures,
improvements, and the efficiency of the equipment,
to try to establish. We'll have a pretty good
grasp of the concept as to what the 8,760-hour 1load
profile would be, associated with the energy
savings.

COMMISSIONER WHITFIELD: And that's really --
that coincident peak is really --

CHRIS EDGE [PEC]: It drives the resource
plan.

COMMISSIONER WHITFIELD: Right, that's where I
was going with that. You may have answered this
question and, you know, I missed it, but you were

having a 1ittle bit of an exchange with
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Commissioner Fleming about disconnection and
procedures of termination, and of course, with
these four different sets of regulations that you
would need or are requesting to be waived. I guess
my more specific question to you is, with the
customers, are they being explained to or are they
being asked to sign some type of waiver to
participate in this Pilot Program? Are they being
explained -- 1is it being explained clearly to them
that these regulations would be waived, and is that
clearly laid out for them? Are they signing
anything when they sign on, or do you know?
CYNTHIA LUHRS [PEC]: We're not having the
customers sign an actual waiver to participate in
the Pilot Program. We are, when we send out our
direct-mail marketing explaining the program, the
customer will have to call in to participate, so
that we can have that time to speak with the
customer -- to your point -- about the various
changes that they are used to seeing on their
current environment that would be different in a
Prepay environment. To your point such as no more
mailed bills, that the disconnects happen daily at
10 a.m., that their reconnects can happen anytime

when they make their payments. So we will be
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explaining all of those differences to the
customers.

We are in the process of developing some
materials that are in development now for the
customer call representatives, to explain those
important pieces to the customer, and we'll be
asking them to -- whether it's a checklist or what
other -- to be determined -- type of collateral to
work on with the customer, to help them understand
all the differences.

COMMISSIONER WHITFIELD: And, I mean, if
they're calling in to do that, is there some type
of checklist, if you will, even if it be
electronically or -- by virtue of their call-in,
realizing that they're not going to have the same
rules they've operated under?

CYNTHIA LUHRS [PEC]: It will be -- whether
it's a checklist or some type of a form, to your
point, we are currently still in development on.
The idea is that, once explained to the customer,
the customer service representative would sign
that, and then the customer would receive some type
of welcome kit, that is also currently under
development to send out to the customer, that would

contain those Rules and Regulations on the back of
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the card explaining the program details.

COMMISSIONER WHITFIELD: Okay, thank you.
Thank you, Mr. Chairman.

CHAIRMAN HOWARD: Commissioners? Commissioner
Hal1l.

COMMISSIONER HALL: Thank you, sir. Ms.
Luhrs, you've indicated the other IOUs that have
already participated. Can you indicate some of
their success stories and some of their lessons
maybe they've learned from their programs? It's
kind of easier to be second than to be first, so
I'm just interested to know what you may have
learned from them.

CYNTHIA LUHRS [PEC]: The Salt River Project,
who has what they call M-Power, is probably one of
the biggest and well-known programs in the country,
and they have about 10 percent of their residential
base on prepay. And this is mostly through
research that we've done where we've heard this
from talking with folks: They have a 90 percent, I
believe, customer satisfaction rate on that
program. Their technology is a little bit more
outdated than what we are currently looking at;
they still have some cards that you plug into your

meter, similar to what Mr. Edge explained.
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Some of the other IOUs that are looking at
prepays to start this year, are looking at very
similar models to the one that we are looking for
Progress Energy, and most of those are kicking off
this year, as well, so I don't have much data on
some of those other ones, as well.

What we also have tends to come from many of
the EMCs, and I've talked to some of those in North
Carolina and South Carolina. And they have talked
about some of their lessons learned are that there
can be heavy call volume in the beginning, while
customers learn about the program. And then once
those customers understand it and become self-
sufficient, typically, these EMCs are seeing the
calls drop off to almost negligible calls once the
customer becomes self-sufficient. Both of the
South Carolina folks that I talked to didn't have
any analytical studies, but they had said they were
projecting about 10 percent less energy that was
being used by those customers.

They talked about that the highest times that
they're seeing customers recharge their accounts
are on Friday afternoons, typically I guess for
customers who get paid weekly. And then Horry,

they also talked about that on Monday, they also
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see a very high recharge rate.

Both of those South Carolina EMCs have talked
about they take payments at their local offices,
which is a Tittle different than we do. We don't
take payments at our offices. So they're open
business hours only, for those; and that's
reflected in their disconnects, that they
disconnect some at 8:30 a.m. daily, the other at 10
a.m. daily, but no weekends or holidays since they
don't have office staff there and available to make
a payment, where, 1in the Progress Energy model for
Prepay, those customers can go online at any time,
they can do this through the Web, through their
smart phone if they have that access, they can go
to the MoneyGram location at any time to make that
payment. So that's why ours is daily, regardless
of holidays or weekends.

So those are some things we've learned. We've
also learned that -- in Horry, they told us that as
high as 70 percent of their customers are not
disconnected, once they're on prepay. They do have
a reconnect fee, which is different from the
Progress Energy model; we do not have any reconnect
fee. And that may be a contributing factor; that,

they couldn't answer to me.
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So some of the lessons learned tend to revolve
around call volume in the beginning, education in
the beginning, and then they look at -- as I think
one of the Commissioners pointed out some of the
payment-challenged customers, both of those EMCs do
look at that as a viable market to go after on
there. Does that answer the question?

COMMISSIONER HALL: Okay. And I'm sorry, so
you said you can pay on the Internet.

CYNTHIA LUHRS [PEC]: Yes, ma'am.

COMMISSIONER HALL: You can pay at Wal-Mart,
at the InstaGram. Those are the two ways you can
pay?

CYNTHIA LUHRS [PEC]: You can also -- you can
call and make a payment, as well.

COMMISSIONER HALL: By phone --

CYNTHIA LUHRS [PEC]: Yes, by phone.

COMMISSIONER HALL: -- and that will
automatically re-up you.

CYNTHIA LUHRS [PEC]: Yes, and you can set up
the reoccurring payment online, as well.

COMMISSIONER HALL: Okay, automatically.

CYNTHIA LUHRS [PEC]: Yes, ma'am.

COMMISSIONER HALL: Okay. And I'm sorry, I

know Commissioner Wright asked you -- you said you
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can't draft it from your account or make an
automatic payment via your account.

CYNTHIA LUHRS [PEC]: You cannot for the
pilot.

COMMISSIONER HALL: Okay.

CYNTHIA LUHRS [PEC]: That's correct.

COMMISSIONER HALL: Okay, but that's a
thought, perhaps?

CYNTHIA LUHRS [PEC]: It is a thought, and the
idea for why we are not allowing that for the pilot
is really to keep the integration simple, and
handling some of those different ways to keep it
simple. For a program, it would potentially
envision accepting all those traditional types of
payment. But for the pilot, in keeping the
integration more simple instead of integrating that
into the back end and those delays with the checks
coming through, instead of integrating that piece
in, we just try to keep it more simple.

COMMISSIONER HALL: Okay. Thank you.

CHAIRMAN HOWARD: Commissioner Mitchell.

COMMISSIONER MITCHELL: Thank you, Mr.
Chairman. On page 12 of the application, you spoke
there are about participation incentives, and also

was added to that that there is no financial
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incentives that were offered.

CYNTHIA LUHRS [PEC]: Right.

COMMISSIONER MITCHELL: And you talk about 250
in-home display devices. How many of those are in
South Carolina, or can you tell me?

CYNTHIA LUHRS [PEC]: Ideally, we would split
them out between the territories, so approximately
up to 50. However, if we do not deploy the other
200 within the North Carolina area, then more could
go to South Carolina. We wanted to really see,
based on the customers that would request it, and
deploy them on sort of the first-come, first-served
basis.

COMMISSIONER MITCHELL: So as of now, you
don't know how many it's going to be going to.

CYNTHIA LUHRS [PEC]: I do not. We're
estimating 50, but I do not know how many will go.

COMMISSIONER MITCHELL: Wouldn't it be --
since you have the two states, wouldn't it be --
when you distribute and figure them out from income
generated, shouldn't it all be determined that
South Carolina should get a certain percentage of
any kind of devices? But yet, you don't know how
many you're going to -- you're going to do 50 --

you're saying that South Carolina, by the

PuBLIC SERVICE COMMISSION OF SOUTH CAROLINA




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

Ex Parte
3/21/12

Progress Energy Carolinas, LLC 52
Experimental Residential Prepay Pilot Program

participation in South Carolina, should deserve 50
out of the 250 devices? Is that what you're
telling me?

CYNTHIA LUHRS [PEC]: And that was based on
estimating to get 250 customers in South Carolina
out of the 1,000, so then taking 50 of those for
in-home devices was the way that we just modeled it
out for this program.

COMMISSIONER MITCHELL: Of the 750,
participants needed, do they have to pay, or need
to buy a device, or purchase a display?

CYNTHIA LUHRS [PEC]: They do not pay for it.
If the customer doesn't have another means of
communication, we will provide that device at no
cost to the customer.

COMMISSIONER MITCHELL: Okay. Page seven of
your application states that reconnects are
expected to occur within two hours of payment. Are
you very confident that two hours would be a
maximum wait time for any individual? Do you have
any stat's on that, once somebody has been -- their
power has been severed? Do you have stat's saying
within two hours that they pay, that y'all
reconnect?

CYNTHIA LUHRS [PEC]: We do not currently have
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stat's on customers reconnecting. We have
information that the meter vendor has talked to us
about, that typically the reconnect -- to Mr.
Edge's point, when a customer walks -- and I'11 use
the cash example -- walks into a MoneyGram and
makes a payment, they'l1l receive a text message, if
that's their method of communication, telling them
we received their payment. Normally by the time
they get back home, their power is already back on.
So we have been told that the time is actually much
shorter. We had to set a two-hour window to set an
expectation with the customers, to ensure that we
felt that was -- that we had enough time, if there
was a problem and a manual reconnect signal had to
be resent or some other issue might come. But what
we have typically heard is that it happens within 5
to 15 minutes.

COMMISSIONER MITCHELL: Five to 15 minutes?

CYNTHIA LUHRS [PEC]: Yes, Commissioner.

COMMISSIONER MITCHELL: Good. I Tike that
answer better than you gave me on the 250 awhile
ago.

[Laughter]
But how long -- and I want to go back to that

one more time. Sometimes it just doesn't sink in
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real good with me. You have an experiment where
you went 50 per 1,000 customers. Is that what you
were telling me? That that might be the way you
derived the number that would be participating in
South Carolina?

CHRIS EDGE [PEC]: Maybe I'11 take a stab at
this.

COMMISSIONER MITCHELL: Yeah, do that.

CHRIS EDGE [PEC]: I think what we intended in
describing the areas, that we're estimating up to
about 250 customers out of the 1,000 will be in
South Carolina. We can think of a reasonably
proportionate manner of those displays would be
deployed in South Carolina, as well. So it's not
exactly 50 of 250. My math is not good here today,
but it's a quarter of the 250 in South Carolina.

COMMISSIONER MITCHELL: I understand.

CHRIS EDGE [PEC]: That's what we would
target; our intention 1is to target --

COMMISSIONER MITCHELL: Gotcha.

CHRIS EDGE [PEC]: -- roughly a quarter within
South Carolina, of all active participation within
the --

COMMISSIONER MITCHELL: That's all I wanted to

hear. Thank you. Thank you, Mr. Chairman.
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CHAIRMAN HOWARD: Commissioner Fleming.

COMMISSIONER FLEMING: Well, first of all,
this is very interesting. With modern technology,
it's really interesting to see where all of this is
going. One of our staff members, Mr. Riley, and
myself -- well, he was comparing it to Starbucks,
and since we're both addicted to Starbucks, we
could see a very similar use to this, going on the
Internet to find the balance and all.

I wanted to ask, though, there seems -- I'm
not getting a clear picture as to whether you're
going after maybe Tow-income or at-risk customers,
or is it more of a conservation/energy efficiency?
Which one 1is kind of the target, with the other
being a good benefit? Or 1is it neither, or both?

CHRIS EDGE [PEC]: The construct of which we
are soliciting participation, it really isn't
constrained to either/or. We're really laying out
-- if we flip back to page two, the construct of
our recruitment will be in around those customer
benefits that we articulated. So we think it could
have a very wide range of appeal to both income-
challenged households, because of the flexibility
in terms of payment, the fact that it might not

require -- that it doesn't require a deposit, the
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fact that there's no disconnect or reconnect fees.
Those, I very well could see appealing to an
income-challenged type household, particularly when
we look at the proportion of the energy bill to the
household income. As well as, we intend to -- so
when we're describing customers and we're talking
about this within the brochures that will be
generated in targeting customers, we intend to 1list
this level of benefits.

[Reference: PowerPoint Slide 3]

We also intend to make it very, very clear
about the availability of information and that
granularity of information that give people that
control and that ability to better manage their
energy usage. So we think it, as well, has a Tot
of appeal.

I'd be in full admittance we're really, you
know, using this pilot to try to better understand
and establish where could this type of activity
resonate within our general residential population.
We think that it could have a very, very wide
appeal to residences for a variety of manners. So
it will be interesting as we recruit this 1,000, if
we see one sort of outweigh the other, and both on

a recruitment basis and then we reflect on it two
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years later to really get an idea of what
customers' views are and what appeal it has at that
point, as well.

COMMISSIONER FLEMING: And where does the
conservation and energy efficiency come in?

CHRIS EDGE [PEC]: The energy is by providing
that convenience, that control, that level of
information, that that customer, rather than having
to wait -- I don't know how many weeks it takes us;
from the time of our 30-day billing period to when
they actually receive a bill and pay it, or
actually open it and pay it, you could be Tooking
at a six-week lag, potentially, estimated six-week
leg, from the date that they first utilized that
energy -- we're now providing tools and the
availability of information where customers would
know, you know, the day of, how much they consumed.
And quite frankly, we're going to be presenting it
in a manner which I think is a Tot more customer
friendly. How many dollars of energy do I consume?
Not how many kilowatts do I consume, but maybe
speak more in the venue of customers. So --

COMMISSIONER FLEMING: But you're going to
really try to educate and market to that --

CHRIS EDGE [PEC]: Absolutely. This --
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COMMISSIONER FLEMING: Okay.
CHRIS EDGE [PEC]: ~-- gives --

COMMISSIONER FLEMING: I just couldn't see --

CHRIS EDGE [PEC]: -- the, you know, ability
of the --
COMMISSIONER FLEMING: -- where the priority

was.

CHRIS EDGE [PEC]: This gives you, the
customer, that power over the electric bill, that
convenience, that control. I think you'll see, you
know, those items really attempted to resonate with
consumers.

As I sit back and reflect on this program as
the many years I've had a chance to talk with this
Commission, you know, if you really -- the Salt
River Project that Ms. Luhrs alluded to that's
measured 12 percent energy savings, I can't think
of another program holistically that would target
and establish a 12 percent energy savings, out of
all the many programs that we've brought before
this Commission, out of all the many that I see
across the forums that I go to, and the workshops,
and the seminars. On a household usage basis, a 12
percent average in energy reduction, I don't even

see a close second place, much less one that
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wouldn't require a participant cost for
involvement. So I think this has a real
opportunity, relative to driving some significant
energy.

It won't be for everyone. We also recognize
that there 1is no one residential customer that's
the same. We can break into class, and we can
break them into different classes beyond that, and
not one is the same. But we think it potentially
plays a very vital, you know, position within our
future portfolios. Energy efficiency will be a
very well-positioned construct in communicating to
customers not only from the purposes of why they'd
want to participate, but I think educating them
along the way as to how much they're saving,
compared to where they were.

COMMISSIONER FLEMING: And how does this
compare to the Green Button initiative? Do you
need an AMI for that, or --

CHRIS EDGE [PEC]: 1I've had that question two
or three times in the past week. It's funny, it's
come from a lot of different directions, that the
Green Button --

COMMISSIONER FLEMING: Good, the news is --

the word is out there, then.
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CHRIS EDGE [PEC]: And admittedly, I was
searching Wikipedia for "green button."

COMMISSIONER FLEMING: Just go to DOE. It'11
tell you about it.

CHRIS EDGE [PEC]: Green Button is -- that's
correct. And for those of you who are not familiar
-- and help me, Commissioner Fleming, if I misspeak
here -- but Green Button is an Administrative/DOE-
sponsored program, and it is being adopted fairly
aggressively by those utilities who have made full-
scale investments in two-way automated meter
reading. And so predominantly, the California
utilities are really the ones that are sort of
stepping out.

The idea, as I understand it, is to make a
very convenient and easy, accessible method by
which consumers, and potentially application
developers, can access interval usage data for the
purposes of -- Tet the free market work at that
point. I'm going to say for the purposes of, and
then stop, because it's yet to be determined. But
my understanding is that they provide a concise,
uniform format, of which customers and potentially
programmers, or other third parties with the

consent of customer, can access customer usage
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information, and then idealistically I think DOE's
vision is that, by that, it will spawn some
development within the marketplace for people to
develop new applications, new types of initiatives,
to which customers can take this information and
use it for the purposes of driving further --
understanding energy usage and potentially energy
savings.

That stated, we have not made any planned
intentions around this pilot to incorporate Green
Button into this pilot. That was a very specific
question I had to me earlier from a commission
staff north of this State. But there is no
intention at this point.

However, as Ms. Luhrs alluded to, there is --
the portal will incorporate the ability of these
participants to drive down -- down to a level of an
hourly level, to show what their consumption and
energy use would be. I'm not familiar that we're
planning to build in any type of capabilities with
which they could download that and spawn it off
into some other type of application. But as far as
the information, which I think is equivalent to
what Green Button is driving at, the information,

the granularity down to that interval data would be
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very similar to Green Button, but for full sake of
clarity, we are not incorporating this and we are
not putting any checkmark next to DOE as far as
their Green Button initiative.

COMMISSIONER FLEMING: But it could be, I
mean, comparable as far as --

CHRIS EDGE [PEC]: Very --

COMMISSIONER FLEMING: -- beginning to --

CHRIS EDGE [PEC]: As I see it and as I
interpret Green Button and the intent of Green
Button, it would be very comparable, at least from
the perspective of the value to the customer.

COMMISSIONER FLEMING: Right. Okay, thank
you.

CHAIRMAN HOWARD: Commissioner Wright.

VICE CHAIRMAN WRIGHT: Thank you, Mr.
Chairman. Ms. Luhrs, go back to page ten, real
quick.

[Reference: PowerPoint Slide 10]

And this is the Web portal, right. Now, is
this an actual page, or is it a made-up page?

CYNTHIA LUHRS [PEC]: This is currently a test
page.

VICE CHAIRMAN WRIGHT: Okay.

CYNTHIA LUHRS [PEC]: It will look similarly,
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with the structure, but the data is not valid at
this point.

VICE CHAIRMAN WRIGHT: Well, and I was going
to the days remaining versus the average daily
usage in dollars. Okay, that's cool. Thank you.

CHAIRMAN HOWARD: Commissioners? Commissioner
Hall.

COMMISSIONER HALL: Thank you, sir. Mr.
Cagle, this question is for you. And I'm sorry, I
meant to ask you while Mr. Anthony was still in the
room. Okay. For the waivers of the reg's that you
need waived, in the application you have -321, the
meter reading; -339, the customer billing; -340,
adjustment of bills; and -352, procedures for
termination. But you have a different set in the
PowerPoint presentation. You don't have -340, and
you mentioned -336 but you don't have -336 in the
application. So I'm curious to know what -- is
that a clerical error? Which regulations are you
seeking a waiver of?

GREG CAGLE [PEC]: Well, I think, Commissioner
Hall, the answer is, it's the ones that are in the
application.

COMMISSIONER HALL: Okay. So you --

GREG CAGLE [PEC]: We may not have all of them
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on the page on the presentation.

COMMISSIONER HALL: Okay. But what about
-3367?

GREG CAGLE [PEC]: Well, -336 --

COMMISSIONER HALL: Because -336 wasn't in
the application.

GREG CAGLE [PEC]: -336 is the Rule that deals
with deposit retention.

COMMISSIONER HALL: Uh-huh.

GREG CAGLE [PEC]: And we're at the
disadvantage, as you could see earlier, that we
don't have a copy of the actual filing with us,
unfortunately.

COMMISSIONER HALL: Okay.

GREG CAGLE [PEC]: So I can't really see that.

COMMISSIONER HALL: But no deposit will be
required, since this is a prepay --

GREG CAGLE [PEC]: Exactly.

COMMISSIONER HALL: -- so --

GREG CAGLE [PEC]: Exactly.

COMMISSIONER HALL: -- you will need a waiver
of that, as well.

GREG CAGLE [PEC]: Yes, ma'am.

COMMISSIONER HALL: Okay. So is it just a

clerical thing, or --

PuBLIC SERVICE COMMISSION OF SOUTH CAROLINA




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

Ex Parte
3/21/12

Progress Energy Carolinas, LLC 65
Experimental Residential Prepay Pilot Program

GREG CAGLE [PEC]: Perhaps.

COMMISSIONER HALL: Perhaps? Okay. ATl
right. So just for precision, you need -321,

-339, -340, -352, and -336.

GREG CAGLE [PEC]: Yes, ma'am.

COMMISSIONER HALL: Al11 right. Thank you,
sir.

CHAIRMAN HOWARD: Commissioners?

[No response]

To the panel, I'd Tike to thank you all for an
excellent presentation.

I suggest the way we handle the discrepancies
in the -- is just to amend your application, if you
would, and handle the discrepancies that
Commissioner Hall pointed out and, I guess,
Commissioner Fleming -- oh, Commissioner Hamilton.
I'm sorry. Commissioner Hamilton.

GREG CAGLE [PEC]: Had the discrepancy in the
two tables.

CHAIRMAN HOWARD: Right, the two tables, the
numbers in the two tables, and the requests for
waiver.

Mr. Nelson, does ORS have any questions?

MR. NELSON: Nothing. Thank you,

Commissioner.
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CHAIRMAN HOWARD: Well, I appreciate you
coming. Thank you again for your presentation, and
good luck with it, and we will see you later.
Meeting adjourned.

[WHEREUPON, at 11:50 a.m., the
proceedings in the above-entitled matter

were adjourned. ]
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CERTIFICATE
I, Jo Elizabeth M. Wheat, CVR-CM/M-GNSC, do
hereby certify that the foregoing is, to the best of my skill
and ability, a true and correct transcript of all the
proceedings had in an allowable ex parte briefing held in the
above-captioned matter before the Public Service Commission

of South Carolina.

Given under my hand, this the 22nd day of

March, 2012.
- , )
ey Y 0Yie ) TR
Jo Elizabeth M. Wheat, CVR-CM-GNSC
ATTEST:
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CHIEF CLERK/ADMINISTRATOR
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Overview

Pay as you go for service

Similar to prepaid cell phones, gift cards,
credit cards, etc.

Convenient. Easy. Flexible. Savings.

High satisfaction scores
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Customer Benefits

Gives the customer power over their electric bill
More convenience. More control

Customers choose how much to pay and when
to pay

][\Io deposit, late fee or disconnect or reconnect
ees

Easy way to stay on budget

Real time information about energy use and
spending
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Background

Several
programs/pilots
launching in 2012

Many municipalities
and co-ops currently
offer prepay

Progress Energy
offered limited pilot in
Wilmington during
2001 to 137
customers

. -
o MIDSTATE ELECTRIC
FPL
<% DTE Energy o
| = Entergy
SQUTHERN.‘.\.‘

COMPANY OGIE
D aps

Delivering more than power™
Pﬁ g P

P

Hawaiian Electric Company
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Pilot Program Objectives

Measure and validate achieved energy savings

Understand the drivers and persistence behind
the associated energy savings

Determine the market for Prepay
Examine customer behavior

Determine customer motives

Evaluate customer preferences regarding
payment channels and communication methods
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How Does Prepay Work?

Customer makes initial payment & selects method(s) of
communication

Meter reads at midnight, notices delivered 10 am daily to
customer

Notice includes - Dollar balance, kWh usage and days of
power remaining

Customer receives daily alerts when balance remaining
equals 10 days of power or less

Customer recharges in preferred manner (cash,
credit/debit)

If customer does not recharge when the account balance
reaches zero, power is automatically disconnected

ﬁustomer recharges account and power is reconnected within 2
ours
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Eligibility Requirements
Open to new and existing customers

Must be on the standard residential rate with 200
amp meter base

Up to 1,000 residential customers:
ldeally 250 customers in each area

Specific zip codes within Florence Raleiﬁh,
Fayetteville, Spring Lake, and Jacksonville

Zip codes selected contain a wide variety of
customer segmentation types

Up to 250 participants to receive an in-home
dlsﬂay to evaluate the effectiveness of the
technology
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Reqguested Service Rule Walvers

South Carolina Code of Regulations
103-321 Meter Reading

103-336 Deposit Retention

103-339 Customer Billing

103-352 Procedures for Termination of
Service

South Carolina Code of Regulations, Chapter 103, Public Service Commission
Available at: http://www.scstatehouse.gov/coderegs/c103.php
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Estimated Program Costs

DOE funding through April 2013 —
approximately $3.3M

DSM/EE rider funding May 2013 through
December 2014 — approximately $650K
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Customer Web Portal - Summary

Account Overview

Account Financial Status

Current Meter Status
Account Status Active
Account Balance $29.65 Service Location: 100 NORTHBROOK DR # 308
Last Payment Amount $50.00 Sernvice Location Status: Active
Meter Status: Meter ALERT
Active Payment Arrangement? Mo

Account Overview Account Balance

Account Mumber 1028304754
112512012 To 212412012
Mame CHARLES FULLER
B0
Address 100 NORTHBROCOK DR #
308
Days Remaining* 7 “
=
a
Dollars Remaining $ 29.65 E
Avg. Daily § Usage 12.34
Avg. Daily KWh Usage 115kWh
*Estimated based on last reading

2ia 211 M3
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February 17, 2012

Jocelyn G. Boyd, Esquire

Chief Clerk/Administrator

The Public Service Commission of South Carolina
P. O. Drawer 11649

Columbia, South Carolina 29211

Re: Experimental Residential Prepay Pilot Program
Docket No. 2009-190-E

Dear Mrs. Boyd:

In accordance with Public Service Commission (“the Commission”) Order No. 2009-373
issued in Docket No. 2008-151-E and S.C. Code Ann. § 58-27-250, Progress Energy Carolinas,
Inc. (“PEC”) submits for Commission approval PEC’s proposed experimental tariff, Residential
Service-Prepay Pilot Program Schedule RPP-18 (“Prepay” or “the Program™).

Participants in Prepay will pay in advance for their energy use, rather than being billed
for usage after it has occurred. Prepay is designed to facilitate customers’ control over their
energy use and enable bill management for residential customers by providing customers with
daily usage information and allowing customers to pay the amount they choose when they
choose, thereby avoiding unexpectedly high bills and non-pay disconnects. Participation in the
Program will be voluntary, and limited to specified geographical areas as explained in the
attached “PEC DSM/EE Program Approval Request” (hereinafter referred to as the “Filing
package”). Prepay provides PEC with the ability to measure and validate the achievable energy
savings and potential coincident peak impacts associated with implementing Prepay.

The bill payment flexibility sought under Prepay does not strictly conform to a number of
existing Commission rules. Therefore, PEC requests that the Commission waive all (or specified
portions) of certain Commission Rules which are attached as Appendix A in the Filing package.

All required bill inserts and other regulatory notices required during the Program will
only be furnished in electronic format. This is consistent with the form provided to current
customers requesting e-bills (electronic bill statements provided by e-mail rather than U.S. postal

service).

As described in the Filing package, this Program will be initially funded by a United
States Department of Energy designated American Recovery and Reinvestment Act
(“ARRA/DOE™) grant which expires on April 27, 2013. Consistent with the Program
parameters, all costs associated with the Program after April 27, 2013 will be funded from PEC’s

Progress Energy Service Company, LLC
PO, Box 1551
Raleigh, NG 21602





Jocelyn G. Boyd, Esquire 2 February 17,2012

general funds. These costs will continue to be subject to cost recovery consistent with the
Commission Order No. 2009-373 issued in Docket No. 2008-151-E,

PEC requests that the Commission:

1. Approve PEC’s Residential Prepay Pilot Program, including the experimental tariff,
Residential Service — Prepay Pilot Program Schedule RPP-18 at its earliest convenience
but no later than March 31, 2012; and

2. Find that all costs incurred by PEC associated with the Program upon exhaustion of the
ARRA/DOE funds expected on or around April 27, 2013 will be eligible for cost
recovery in accordance with Commission Order No. 2009-373 issued in Docket No.

2008-151-E.
Very truly yours
Len S. Anthony
General Counsel
Progress Energy Carolinas, Inc.
LSA:mhm
Enclosure

cC: Nanette Edwards, ORS

STAREG2243





PEC DSM/EE PROGRAM APPROVAL REQUEST
COVER PAGE

SCPSC 2009-190-E

Program Name:  Residential Prepay Pilot Program (Experimental)

Program Type: Energy Efficiency

Target Class: Residential Progress Energy Carolinas Customers

Target End-uses:  All Residential Electric End-Uses Can Be Affected By This Program

Duration: Approval date — December 31, 2014

In accordance with the Public Service Commission of South Carolina’s (*“SCPSC” or “the
Commission™) June 26, 2009 Order No. 2009-373 issued in Docket No. 2008-151-E , Progress
Energy Carolinas, Inc. (“PEC™) respectfully submits the attached request for approval of the
experimental Residential Prepay Pilot Program (“Prepay™).

Program Description

The primary objectives of Prepay are to measure and validate the achieved energy and capacity
savings resulting from offering customers a prepaid payment option, and to better understand the
drivers and persistence behind the associated energy savings. Similar programs report energy
savings from 10% - 15%. The Prepay Pilot will also help PEC to determine the market for
Prepay, examine customer behavior while on Prepay, determine customer motives, and cvaluate
customer preferences regarding payment channels and communication methods.

Consideration to be Offered

Participants will have access to a web portal and ability to make cash payments prior to
consumption of electricity. Participants will not be charged a security deposit, disconnect fees,
or reconncct fees; and will have access to multiple self-selected communication channels,
including phone calls, email, integrated voice response (IVR), and text messaging to schedule
notifications or alerts regarding their usage and account balance. In addition, up to 250 in-home
displays will be available to participants on a first come, first served basis.
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Total Cost of the Program (4-Year Summary)

Year ARRA PEC General Funds | Totals
(NS ~ ($000) ($000) | ($000) _

2011 $ 885 $ 0 $ 885

2012 2.046 0 2,046

2013 405 223 729

2014 0 424 424

Total $ 3.336 $ 647 $ 4,084

Proposed Funding

Prepay costs will be funded from a Department Of Energy (“DOE”) designated American
Recovery and Reinvestment Act (“ARRA™) grant for the period of February 2011 — April 2013.
All remaining costs eligible for recovery will be funded from PEC’s general funds. These
remaining costs will be subject to cost recovery through a DSM/EE annual cost-recovery rider
consistent with the Commission’s Ruling in Docket No. 2008-151-E.

Residential Prepay Pilot Program
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Program Description

Overview

The primary objectives of Prepay are to measure and validate the achieved energy and capacity
savings resulting from offering customers a prepaid payment option, and to better understand the
drivers and persistence behind the associated energy savings. Similar programs report energy
savings from 10% - 15%. The Prepay Pilot will also help PEC to determine the market for
Prepay, examine customer behavior while on Prepay, determine customer motives, and evaluate
customer preferences regarding payment channels and communication methods.

As an alternative to a monthly bill with a pre-determined payment due date, Prepay allows a
customer to deposit a lump sum into an account where charges are deducted in real time as
energy is consumed. As the account balance diminishes, customers may deposit additional funds
to continue consuming energy with no break in service.

Prepay is limited to no more than 1,000 customers who meet eligibility requirements. Arcas
selected are: Raleigh, NC (zip codes: 27601, 27603, 27606, 27609, 27610), Fayetteville, NC (zip
codes: 28311, 28303), Spring Lake, NC (zip codes: 28390), Jacksonville, NC (zip codes: 28540,
28546), and Florence, SC (zip codes: 29501, 29505). The zip codes selected contain a wide
variety of customer segmentation types. This will allow PEC to gather data and understand the
segments of customers who may choose to enroll in Prepay to help benefit the company in the
design of a potential long-term program. Ideally, up to 250 participants in each area will elect to
enroll in Prepay. However, if an area does not provide 250 participants in a timely manner,
participation may be increased in other selected areas.

Implementation

Eligible customers will be solicited initially via direct mail and email to explain Prepay and
provide information on how to enroll. Customers interested in participating in Prepay will be
verified for eligibility, surveyed at enrollment (to be used later for Evaluation, Measurement and
Verification (“EM&V™)), and provided education on Prepay so that customers fully understand
how Prepay operates.

Participants will reccive a new meter with advanced capabilities including remote
connect/disconnect and daily automated meter reads utilizing a 2-way communication network.
The customer will not need to be home in order for the meter to be installed. A welcome
package will be left at the customer’s home to provide information on Prepay, payment
locations, and to notify the customer that the meter has been exchanged. This information will
also be available for the customer to view via the web portal program detail page.

The transition of existing customers to Prepay billing will require a final post-pay bill for all
usage up to the date of the transition and the corresponding meter exchange. After the due date
for this final bill, any deposit, plus interest, that is held will be used against any arrears with the
balance being applied as a credit to the Prepay account. If the account still has an arrearage, the
arrears will be applied to the Prepay account along with any late payment or other charges that
might be applicable. Twenty-five percent (25%) of each future prepayment will be applied to the
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arrears amount until it is paid in full. If initial service is requested under Prepay, any one-time
service charges or other charges must be paid up-front to initiate service.

Prepay participants will not receive paper bills or paper communications throughout the
program. Participants will be provided with a choice of multiple communication channels,
including a specially designed web portal, which may be accessed via a smart phone, emails, text
messages, phone calls, or an optional in-home display device (described below), all of which are
self-selected by the customer. These communications provide the customer ways to monitor
daily usage shown in number of days of power remaining, dollars remaining, and kWh
remaining. Additional account history information is available via the web portal such as a
graph showing hourly interval usage, payments made, ctc. Participants may access the web
portal 7 days a week, 24 hours a day and may set preferences for the type of communications
they wish to receive. At least one alert type is mandatory; however, the customer may select
multiple (or all) types if so desired. Once participants have selected their preferred
communication channel(s), they will then receive any Prepay notifications, payment
notifications, and balance notifications via their preferred channel(s).

Up to 250 in-home displays will be provided to Prepay participants on a first come, first served
basis. Customers may request a display or may be offered one if they do not have access to
internet service, email or a mobile device. There is no charge for the in-home display to the
customer during Prepay. In-home displays will not provide payment options, but will display
usage information, including daily, weekly, and monthly usage (kWh), and electric balance
remaining in days and dollars (based on the customer’s average daily use). Participants who elect
to receive an in-home display will receive it as part of the welcome package when the Prepay
meter is installed. The in-home display will go through a process to “join™ it to the meter by PEC
meter personnel before providing it to the customer. Upon receipt of the device, the customer
simply plugs it in to any household outlet to start receiving information. In the event the in-home
display device is damaged by acts of the customer or others, the customer shall pay a
replacement charge. Correspondingly, if the customer fails to return the in-home display device
to the company when the customer discontinues receiving service before conclusion of the
Prepay pilot, the replacement cost shall be charged to the customer. The Company reserves the
right to transfer ownership of the device to the customer at the end of the Prepay pilot.

Prepay participants will be able to make payments using a varicty of channels. As long as there is
a positive account balance, no minimum payment amount is required; so, customers may choose
a payment frequency and amount that work best for them based on their lifestyle preferences.
The customer should not utilize payment methods other than those included as part of the Prepay
program, as referenced in the Residential Service - Prepay Pilot Program Schedule RPP-18 Rider
(Experimental) (“Tariff”) and attached in Appendix B, as such methods will cause substantial delays
in posting payments to Prepay and may result in disconnection until the payment posts. In the
event of extreme weather moratorium, customers will be notified via their preferred
communication channel when the event starts and ends. Disconnects will resume at the daily set
time the day after the moratorium is lifted. A minimum payment based on the customer’s
average usage, is required to reconnect a disconnected account. The customer is responsible for
any processing fees associated with their chosen method of payment. All participants will be
informed of any associated Prepay fees, such as payment processing fees, upon enrollment.

Residential Prepay Pilot Program Page 6 of 26





Once a customer reaches a balance equivalent to 10 days of power remaining, they will reccive a
notification each day until a payment is made, or until they are disconnected. Any disconnects
will occur at approximately 10 a.m., and can occur on any day including weckends and holidays.
No disconnect or reconnect fees will be charged. Reconnects can occur at any time following a
disconnect order once the customer recharges their account. Reconnects are expected to occur
within 2 hours of payments made via program payment channels.

Customers that move while enrolled in Prepay may be de-enrolled if they no longer meet the
eligibility criteria. Customers may also choose to de-enroll at any time. The Prepay meter will be
removed from the premise when a customer exits Prepay and/or at the conclusion of the

program.

The following diagram illustrates the Prepay process from enrollment to payment for customers:

How Does Prepay Work?

o e p
g ~
(_ \N. ‘¢ ~
3 3 °
Q | %
Customer calls Meter reads -
to enroll and initializes AMI head end

system, CIM, and prepay
engine — connect/disconnect
and customer payments

accountwith funds

Customer payments
(credit, debit, prepaid

card,cash)
and notifications via

text,email, web, IVR

In home display ..___..__...._
with customer data
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Program Objective

The primary objectives of Prepay are to measure and validate the achieved energy and capacity
savings resulting from offering customers a prepaid payment option, and to better understand the
drivers and persistence behind the associated energy savings. Similar programs report energy
savings from 10% - 15%. The Prepay Pilot will also help PEC to determine the market for
Prepay, examine customer behavior while on Prepay, determine customer motives, and evaluate
customer preferences regarding payment channels and communication methods.

Program Duration

Prepay is designed to run through December 31, 2014.
Targeted Sector and Eligibility Requirements

PEC new and existing residential customers must meet the following eligibility criteria as
defined in the Tariff, some of which are summarized below:

1 Customers must reside in one of the following zip codes:
a Florence: 29501, and 29505
b Fayetteville:, 28303, and 28311
¢ Spring Lake: 28390
d. Jacksonville: 28540, and 28546
e. Raleigh: 27601, 27603, 27606, 27609, and 27610

5.4 Customer may receive service under the Street Lighting Service (Residential
Subdivision) Schedule SLR and the Residential Service - l.oad Control Rider LC-
SUM-2 (EnergyWise), but may not participate in any other regulated or non-regulated
products or services with the exception of PEC’s standard energy cfficiency program

offerings.
3. Customer may not participate in the following while participating in Prepay:
a. Equal Payment Plan (EPP)
b. Bank Draft
¢ e-bill
d. Preference Pay
e. Deferred Payment Plan (DPP)
f. Long-Term Payment Plan (LL.PP)

4, Residences partlclpatmg in Landlord Agreements Docket No. 95-652-E arc not
eligible to participate in the program.

5. Customer cannot have an arrears balance that exceeds one month of metered service
at the time of application.
6. Customers subject to the November-March disconnect moratorium (Commission

Regulation 103-352(a)(3)(b)) or with a Special Service Termination (SST) code that
prevents disconnection of service during certain times are not eligible. These include:
a. Life support equipment (SST code 1)
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b. Disabled (SST code 4)

g Seriously or chronically ill (SST code 5)
d. Moratorium (SST code 2)

T A minimum starting balance of 3 days of power based on average usage must be paid
before the Prepay meter is installed.

8. Residence must reccive adequate cellular service in order for the meter to

communicate with the pilot program infrastructure.

Communication Costs and Examples

B -_héoiumun_i_cations Cost -
Year Amounts
B ($000) _
2012 $ 240
2013 3
2014 6
Total $ 249

Communications materials will be developed early 2012; therefore, examples are not yet
available. Proposed forms of communication materials are: direct mail; email; and a welcome
kit consisting of program information.

Estimated Number of Participants

During Prepay, as customers leave the program, PEC will accept new customers during the
ARRA grant window. After the grant window, PEC will strive to manage costs while
maintaining a large sample size to the extent reasonably possible. The Company’s estimated
number of Prepay participants is provided in the following table:

I Estimated Numberﬁi’articipants (Cumulative)
- Year | Participants ]
B 2012 1,000

2013 _ 1,000

2014 _ 1,000

Prepay is limited to no more than 1,000 customers in North and South Carolina. After the
expiration of ARRA funds in 2013, new customers will not be enrolled into Prepay but rather
existing customers participating in Prepay will be supported through the duration of the program.

Program Impacts

The results of Prepay, including program impacts, will be provided to the Commission upon
completion of the final EM&V report.
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Other Relevant Information

Prepay does not conform to a number of existing Commission regulations due to the unique
nature of how Prepay functions. Thercfore, as part of the process of requesting regulatory
approval of Prepay, PEC requests the Commission waive all (or specified portions) of the
following Commission Regulations which are further defined in Appendix A:

Regulation 103-321. Meter Reading

Regulation 103-339. Customer Billing

Regulation 103-340. Adjustment of Bills

Regulation 103-352. Procedures for Termination of Service

e R

Additional Information

Proposed Marketing Plan

PEC will use an integrated approach to market Prepay. These marketing efforts are designed to
inform consumers of payment options to fit their individualized lifestyles, understand energy
costs, create customer awareness of the program, educate customers on cnergy saving
opportunities, and emphasize convenicnce of participation. Email and direct mail sent to
selected zip codes will be used to market Prepay.

Market Potential and Estimated Market Growth

Year Eligible Market Potential
2012 30,000
2013 30,000
2014 30,000

Estimated Summer and Winter Peak Demand Reductions

Refer to Program Impacts Section.

Estimated Energy Reduction

Refer to Program Impacts Scction.
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Estimated Lost Energy Sales
Refer to Program Impacts Section.
Estimated Load Shape Impacts

Refer to Program Impacts Section.

Costs and Benefits
Total and Per Unit Cost and Benefit

Eligible program costs, outside those funded with DOE designated ARRA funds, will be subject
to recovery through the DSM/EE Rider. Eligible program costs will consist of Operation and
Maintenance (O&M) costs which may include but are not limited to: labor, outside contractors,
maintenance of new infrastructure, computer software, telecommunications services, materials
and supplies. Eligible program expenditures incurred, net of ARRA funded amounts, will be
recognized in the accounting periods in which they occur.

Program O&M Cost Projections by Type

Program
Administration | Communications EM&V Total
Year ($000) ($000) ($000) ($000)
ARRA Funds
2011 $ 885 $ 0 $ 0 $ 885
2012 1,754 240 52 2,046
2013 368 3 34 405
2014 0 0 0 0
Subtotal $ 3,007 $ 243 $ 86 $ 3,336
PEC’s General Funds
2011 $ 0 $ 0 $ 0 $ 0
2012 0 0 0 0
2013 221 3 100 324
2014 358 6 60* 424
Subtotal $ 579 $ 9 $ 160 $ 748
Total $ 3.586 $ 252 $ 246 $ 4,084

* Because M&V activities normally lag program administration activities, some portion of M&V related costs will
be incurred in a subsequent year.
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The following table contains a summary of total categorized Prepay costs and unitized costs
reported on the basis of Prepay benefits.

_(‘ost Element Cost ($000) Cost/Unit
Program Administration | $ 3,586 $ 3,58 |
Communications 252 252
EM&V 246 246

Total $ 4,084 $ 4,084

Participation Incentives

Financial incentives are not offered; however, up to 250 in-home display devices will be offered
to participants.

Service Limitations or Conditions Imposed on Non-Participants

The Company has not proposed any conditions or limitations for customers that do not wish to
participate in the Prepay. Participation in this Prepay is strictly voluntary.

Cost-Effectiveness Evaluation

The primary objectives of Prepay are to measure and validate the achieved energy and capacity
savings resulting from offering customers a prepaid payment option, and to better understand the
drivers and persistence behind the associated energy savings. Similar programs report energy
savings from 10% - 15

Integrated Resource Plan

PEC’s 2011 Integrated Resource Plan shows a need for additional resources throughout the
15year planning horizon. The plan also noted that PEC is actively pursuing expansion of its
demand-side management (“*DSM™) and cnergy efficiency (EE) programs as one of the most
effective ways to reduce energy costs, offset the need for new power plants, and protect the
environment.

Cost Recovery Mechanism

The portion of program costs to be recovered through the DSM/EE Rider will consist of eligible
Operation and Maintenance (O&M) costs, which include but are not limited to: labor, outside
contractors, maintenance of new infrastructure, computer software, telecommunications scrvices,

Residential Prepay Pilot Program Page 12 of 26





materials and supplies. Eligible program expenditures, net of ARRA funded amounts, will be
recognized in the accounting periods in which they occur.

In summary PEC will recover through the DSM/EE Rider:
1. O&M dollars, net of DOE designated ARRA grant funding, recognized in the period in
which they occur;
2. An appropriate incentive described later in the Utility Incentives section of this filing,

Estimate of Avoided Capacity and Energy Costs

Refer to Program Impacts Section.

Estimate of Participation Incentives

Refer to Participation Incentives Section.

Cost Allocation

Program costs will be allocated as follows:

1. Jurisdictional Allocation (all costs recovered from retail jurisdiction — North Carolina
and South Carolina): Energy Efficiency cost allocations will be based upon
energy/sales allocation.

2. Rate Class Allocation: Allocated jurisdictional costs will be assigned to PEC’s
residential rate class (Schedules: RES, R-TOUD, and R-TOUE)

Proposed Capitalization Period for Long Lived Program Costs

The Company will capitalize program costs in accordance with the Company’s capitalization
policy. The capital assets will be funded with ARRA dollars which will reduce their accounting
book basis.
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Estimated Measurement and Verification Costs

The Company’s cstimated measurement and verification costs for this Program are provided in
the following table:

| Estimated Measurement and Verification Costs |
2011 _ $ 0

N 2012 52

B 2013 B 134
2014 60*
Total $ 246

* Because M&V activities normally lag program administration activities, some portion of M&V related costs will
be incurred in a subsequent year.

Measurement and Verification Reporting Plan

PEC plans to use an independent, third-party consultant specializing in the measurement and
verification of energy efficiency program impacts to provide the appropriate EM&V support.
The evaluation plan designed to measure the demand and energy impacts of the Prepay Program
follows:

Objectives
EM&V activities will provide independent, third-party estimation of energy and peak demand
savings as well as an evaluation of customer satisfaction and behavioral change leading to energy
conservation. Specific objectives include the following:
e Estimate the amount of observed energy savings and peak demand reductions resulting
from participation in Prepay;
e Identify the specific program-induced behaviors and efficiency measures that contribute
to reductions in consumption;
e Identify Prepay clements that contribute to greater conservation effects (e.g., frequency
of low-balance alerts; presence of in-home display);
e Determine whether different subgroups of participants achieve greater levels of
conservation and/or satisfaction with Prepay.

Impact Evaluation
The initial impact analysis tasks will consist of sample design, data collection activities and

determining analysis methodologies.

Sample Design

All customers on Prepay (approximately 1,000) will constitute the participant sample for EM&V
purposes. A control group consisting of the same number of non-participants (or a multiple of
the participant count) will be sclected in order to control for factors other than participation and
weather that may alter energy consumption. The control group will be matched to the participant
group in terms of observable characteristics, primarily monthly electricity consumption patterns.
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Data Collection

Data utilized for EM&V will include program databases; customer billing data, paper and
clectronic records of program-related transactions; weather data; and telephone survey results.
Monthly billing data before and after Prepay start-up will be used for each individual customer
that is either a program participant or a member of a sclected control group. A complete year of
data is desirable to be able to evaluate changes in achieved savings levels across the scasons;
however, since some customers who may be intcrested in Prepay may be more transient than the
average customer, Prepay will be open to customers who have less than a full year of billing
history at their current address.

The main purpose of a control group is to ensure that any predicted savings among participants
are due solely to participation in Prepay. The control group allows the statistical methods of
analysis employed to remove factors leading to changes in energy use outside of program
participation such as a declining cconomy.

Measurement and Verification Methods

Data Analysis

Linear fixed effects regression (LFER) analysis will be used to estimate net energy savings due
to Prepay. This analysis has been applied widely in analyzing savings for other utility programs
that induce changes in customer behavior, including at Puget Sound Energy, Sacramento
Metropolitan Utility District, Commonwealth Edison, and National Grid. It generates a
difference-in-differences estimate of program savings. Figure 1 provides an illustration of the
difference-in-differences concept and its relationship to the estimation of program savings.

In the figure, average daily consumption (ADC) of energy (kWh) is initially the same for
program and control households, because the control group is selected explicitly to match the
participant group’s consumption level and patterns. Average daily consumption for program
households declines after the start of the program by the amount a; + @, but it is inappropriate
to conclude that this is entirely due to the program, because other factors affecting all
households, such as broad economic changes, are also in play. These other factors also affect the
control households, though —as shown in the figure—and so the difference between the change in
ADC over time for program households (@, + @) and for control houscholds () is the portion
of the reduction in ADC attributable to the program (that is, ).
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Figure 1. Fixed Effects Regression Analysis Provides a Difference-in-Difference Estimator of Program
Savings

Program Control
ADC ( ? Householdssisore  ((§ Households sirore
o <
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@
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! o= Program Savings

Program
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The linear fixed effects regression approach to be used in the impact analysis is ideal for
separately identifying the reduction amounts ¢ and @,. Formally, letting Post, denote a dummy
variable indicating whether period t is in the post-program period, and letting 7reatment; denote
a dummy variable indicating whether houschold k is a program houschold, the simplest version
of the model is the following:

ADC,, = a,, + e Post, +a,Treatment, - Post, + &, (1)

where &, is the crror term. Note that the constant term is indexed by the household; this is the
household’s fixed effect. This model can be estimated using ordinary least squares (OLS)
regression to generate an unbiased estimate of average daily savings, @,."

The simple LFER model described above can be expanded to include two other types of
variables: those that change over time, such as weather-related variables or the participation in
other energy efficiency programs, and those that are fixed over time but change across
households, such as housing/household characteristics. For each of the variables that change
over time, four terms are added to the model: the variable itself; the variable interacted with
Treatment to capture differential effects of the variable due to treatment category; the variable
interacted with Post, to capture differential effects of the variable due to exogenous shocks

' To use OLS regression the data is first de-meaned to eliminate the household-specific constants from the analysis,
thereby significantly reducing the number of parameters to be estimated.
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across the pre- and post-program periods; and the variable interacted with the interaction
Treatmenty - Post, to capture the effect of the variable on the treatment response (that is, how the
variable affects program savings). For each of the variables that do not change over time, only
two terms are added to the model: the variable interacted with Post,, and the variable interacted
with the intcraction Treatment; - Post,.

Formally, we define W, as a vector of variables that change over time, where the subscript
indexes the values of the variables in month t, and we define Z; as a vector of housing/household
characteristics for household k. In this case, we expand our linear model to:

ADC,, = a,, +a,Post, +a,Treatment, - Post,
+B,W, + BW, -Treatment, + ,W, - Post, + B;W, - Treatment, - Post,
+0,Z, - Post, + 0,Z, - Treatment, - Post, + &, (2)

’

where the coefficients f; and & denote the set of coefficients associated with the variable sets W,
and Z, respectively. In this model, the average daily savings (ADS) is the sum of all the terms
multiplying the interaction term Treatmenty. - Post,:

ADS, = a, + BW, + 62, 3)

From the above Equation (3), average daily savings are conditional on the values of W, and Z;.
In other words, whereas the simple LFER model allows the overall average daily savings for the
program over the specified period, the expanded model allows analysis of how certain variables
such as weather variables affect savings.

Impact of behavior changes vs. efficiency measures

Customer surveys will supplement the analysis to confirm behavior changes and efficiency
measures (including purchases of high-efficiency equipment installation of energy-saving
measures such as attic insulation) likely to contribute to the energy and peak load reductions. By
correlating these self-reported changes in the houschold situation with the observed encrgy
consumption, the EM&V team may be able to isolate the savings impacts due to behavioral
changes versus efficiency measures. This information may also allow for an estimation of peak
load reductions—for example, due to known load shapes of air conditioner usage or from
reported activities occurring during peak hours.

Persistence of savings

Persistence of savings will be assessed by comparing participant consumption to the control
group in the first year of the program and again at the conclusion of the program. If a participant
moves residences during the program, their billing data subsequent to the move will be dropped
from the analysis. However, any permanent measures performed or equipment purchased as a
result of the program could be considered to provide continued savings: furthcrmore, persistence
in behavior can be assumed if the analysis shows that conservation occurs throughout the
program period, rather than just after low-balance notifications or when account balances are
low. Additionally, the information on efficiency measures will provide insight into persistence
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since the evaluation can leverage available secondary data regarding the useful lifetimes for
various categories of equipment and measures.

Net savings

The analysis inherently estimates “net” savings in that none of the Prepay participants could have
been on the Prepay billing plan without the existence of the program. While some participants
may have taken energy conserving actions or purchased high efficiency equipment anyway, the
matched control group is designed to ensure that the control group can be expected to exhibit the
same degree of energy conserving behavior and purchases. Thus, there is no free ridership. and
no “net-to-gross” adjustment is necessary.

PEC will provide the monthly usage data required to perform the statistical bill analyses, as well
as oversee the EM&V effort to ensure its timely and comprehensive execution. However, the
EM&V work will be conducted by the independent consultant.

Process Evaluation

The process evaluation will provide customer feedback and help to identify behaviors and
measures leading to energy savings. Process evaluation will include two primary data collection
activities:

e Interviews with PEC program managers and contractor staff. These interviews will
confirm the evaluation team’s understanding of Prepay, how it is being administered, and
the unique bill payment procedures and options offered to participants. Interviews will
address feedback to date from customers and initial opinions of how customers are
responding.

e Participant Surveys. The participant surveys will be conducted by email/web
(supplemented by telephone) for a minimum of 100 customers at the beginning, middle,
and end of Prepay. The surveys have several objectives:

o Provide demographic information for use in understanding how Prepay affects
different subgroups of the population (e.g., by age, income, home ownership, etc.)

o Assess customer satisfaction, including benefits of Prepay and any difficulties
resulting from temporary shut-off of service

o Elicit ideas for improvements in Prepay information, technology, and rules

o Identify actions taken by customers to reduce electricity consumption (including
behavior changes and equipment purchases), and how prepay information
influenced these actions.

Measurement and Verification Reporting Schedule

PEC intends to file annual reports to update the Commission on program activity, including the
number of participating customers and the estimated kW and kWh impact of the program.
Customer surveys will begin at approximately the time of participant recruitment and will be
repeated part way through Year 1 and again at the end of Prepay. The statistical billing analysis
will begin after approximately six months of program implementation. A tentative schedule of
EM&V activities and deliverables is provided in the table below. The timeline is subject to
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change and is predicated upon regulatory approval being received that would allow for the
program to commence no later than April 2012.

Year 1 EM&YV Schedule

Activity Approximate Timeframe
Prepay review Q12012
Impact Analysis:
Sclection of control group Q4 2012
Conduct billing data analysis Q4 2012
Draft impact findings Q1 2013
Process Evaluation:
Staff and contractor interviews Q1 2012
Customer surveys Q1 2012, Q4 2012
Survey data analysis Q2 2012, Q4 2012
Report Q1 2013
Year 2 EM&YV Schedule
Activity Approximate Timeframe
Full-year (12 months) analysis Q22013
Full-year report Q3 2013
End-of-Prepay surveys and analysis Q4 2013/Q1 2014
End-of-Prepay report Q22014

Methodologies Used to Produce Impact Estimates
Please refer to section Measurement and Verification methods which provides information
regarding the methodologies used to produce impact estimates associated with this Program.

Independent Third Party Verification

Navigant Consulting is the third party entity engaged to provide EM&V services.

Cost Recovery Mechanism

The allocated cost associated with the prepay program will be recovered in the annual cost-
recovery rider on a uniform cents per KkWh basis applicable to the benefited rate classes.

Tariffs

PEC’s proposed Residential Service - Prepay Pilot Program Schedule RPP-18 Rider
(Experimental) is attached in Appendix B.
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Utility Incentives

PEC is requesting the recovery of the measured and verified net lost revenues associated with
Prepay if (1) it is ultimately determined that the pilot program was cost cffective; and (2)
subsequent to the final EM&V of Prepay, PEC implements Prepay as a fully-deployed EE
program after appropriate South Carolina Office of Regulatory Staff’s review and Commission
approval. PEC proposes to defer the recovery of Prepay’s net lost revenues until such time as
EM&V results become available. For cach Prepay vintage associated with the program,
recoverable net lost revenues will be limited to thirty-six months. The thirty-six month term for
recoverable net lost revenues will cease upon (a) the implementation of a Commission approved
alternate recovery mechanism, or (b) the implementation of new rates approved by the
Commission in a general rate case or comparable proceeding to the extent the rates are set to
explicitly or implicitly recover the net lost revenues associated with Prepay.

PEC is not requesting a Program Performance Incentive (“PPI”) for the Prepay pilot program.
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Appendix A
Request to Waive Regulations

The bill payment flexibility sought under Prepay does not strictly conform to a number of
existing Commission Rules and Regulations (hereinafter referred to as “Regulations™).
Thercfore, as part of the process of requesting regulatory approval of Prepay, PEC hereby
requests that the Public Service Commission of South Carolina (*the Commission™) waive all (or
specified portions) of the following existing Regulations, for the stated reasons:

Regulation 103-321. Meter Reading.

PEC requests waiver of this Regulation in its entirety. This Regulation presently states

that “Unless extenuating circumstances prevent, meters shall be read and bills rendered

on a monthly basis not less than twenty-eight days or more than thirty-four days.” PEC
will not render traditional monthly after-the-fact paper bills to Prepay participants.

Prepay participants will have the ability, through multiple means (including phone calls,

email, IVR, in-home display devices, and text messaging) to view their daily charges.

PEC will generate a normal bill internally for reconciliation purposes and will maintain

these records in accordance with Regulation 103-311, but such bills will not be sent to the

participant.
Regulation 103-339. Customer Billing.

e PEC requests waiver of the entirety of Subsection 2, Bill Forms. As stated in the
requested waiver of 103-321 above, PEC will not render traditional monthly after-the-
fact hard-copy bills to Prepay participants. Prepay participants will have the ability,
through multiple means (see waiver of 103-321 above), to view their daily charges.
Prepay participants have round-the-clock electronic access to their account and can
make payments virtually instantaneously in whatever amount they desire, by phone
(credit or debit card); internet (via the participant’s computer or internet-enabled
mobile device); or at any MoneyGram location. PEC will generate a normal bill
internally for reconciliation purposes and will maintain these records in accordance
with Regulation 103-311, but such bills will not be sent to the participant.

e PLEC requests waiver of Subsection 5, Charges for Discontinuance and Reconnection,
which states in part: “..the electrical utility may make reasonable charges, to be
approved by the Commission, for the cost incurred in discontinuing the service and
reconnection and require payment for service billed and for service used which has
not previously been billed.” PEC has tariff provisions on file with and approved by
the Commission reflecting such charges, but those charges will not be applicable to
Prepay participants, who will not be charged for discontinuation of scrvice or
reconnection.

e PEC requests waiver of Subsection 6, Estimated Bills. This Regulation states that a
utility “shall not send a customer an estimated bill, except for a good cause...” and
“In no instance will more than one estimated bill be rendered within a sixty-day
period...” As stated in the requested waiver of 103-321 above, PEC will not render
traditional monthly after-the-fact hard-copy bills to Prepay participants, for actual or
estimated meter readings. Prepay participants will have the ability, through multiple
means, to view their actual daily charges. Because customers will be paying in
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advance for service, as opposed to paying after the fact for usage already incurred, the
concept of estimated bills is not applicable. It should be noted, however, that unusual
circumstances such as a cellular provider experiencing a widespread outage could
result in an estimated daily reading; but since the next actual daily rcading will
correct any inaccuracies of the previous day’s estimated daily reading, this will not
impact the customer’s billing. In any event, PEC will not disconnect the customer’s
service based on an estimated reading.
Regulation 103-340. Adjustment of Bills.

e PEC requests waiver of Subsection 5, which addresses Equal Payment Plans. Such
plans will not be offered to Prepay participants because, as noted before, PEC will not
be rendering bills for previously-incurred usage based upon monthly meter readings.
Prepay participants will, in effect, have freedom to tailor their own equal payment
plan by, for instance, applying a fixed, pre-determined amount to their Prepay
account at the start of each month, then tracking their daily usage to see whether it
will be necessary to add an additional amount to ensure service through the first of
the following month.

e PEC requests waiver of Subsection 6(c), which states: “The customer shall be
allowed to pay the deficient amount, in equal installments added to the regular
monthly bills, over the same number of billing periods which occurred during the
interval the customer was subject to pay the deficient amount.” In the event a Prepay
customer is undercharged due to human or machine error, the amount of the
adjustment will be applied to the customer’s account, and 25% of each payment made
by the customer will be allocated to the adjustment. Again, there will be no monthly
bills, and because the customer directly controls how much money they apply to the
account and how often, the concept of equal installments paid over the same number
of months as the debt was incurred will not be applicable.

» PEC requests waiver of a portion of Subsection (d)(2): “4 customer’s bill may be
adjusted to reflect normal usage should any tampering reflect other than normal
meter readings and the customer’s bill may include the establishment of a deposit in
accordance with the commission’s regulation 103-332 et seq.” The term “customer’s
bill” is no longer applicable because, as stated elsewhere in these waiver requests,
Prepay customers will not receive a monthly hard-copy bill for usage already
incurred. This subsection will be applicable to Prepay customers if the term
“customer’s bill” is replaced by “customer’s account.” PEC will not charge any
security deposits to Prepay customers, even if the meter has been tampered with.

e PEC requests waiver of Subscction (d)(2)(g): “For nonpayment of bill for service
rendered provided that the electrical utility has made reasonable efforts to effect
collection and has complied with the provisions of regulation 103-352." Again, there
will be no monthly bills rendered under Prepay, nor will PEC be involved in
collection activities for delinquent bills or debts arising from non-payment for energy
usage previously incurred.

Regulation 103-352. Procedures for Termination of Service.

e PEC requests waiver of Subsection (a) of this Regulation in its entirety. This
subscction addresses a written notice of termination to customers subject to
termination of service, to be mailed “Not less than ten (10) days prior to termination
of service...” and the required contents of that notice. Prepay participants will not
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receive this 10-day notice. Instead, they will begin receiving daily alerts 10 days
before the projected day upon which their Prepay account will reach zero, via one or
more electronic media of their choice (including phone calls, email, IVR, in-home
display devices, and text messaging), stating how much energy remains in their
account and urging them to add funds to their account to avoid service interruption.
These alerts will not contain information required by Regulation 103-352(a) relative
to 10-day mailed “final notices.” However, the information regarding the
participant’s recourse to contact the ORS and the circumstances under which service
to Prepay participants may be disconnected will be available on PEC’s website and
will be provided to all Prepay participants in the introductory materials provided to
each participant. Regarding Regulation 103-352(a)(3)(a), customers who qualify as a
special needs account customer will not be cligible for Prepay; however, PEC will
continue to publish its procedures for termination of service on its website, which will
also contain similar information relative to Prepay. The December to March
disconnection moratorium (103-352(a)(3)(b)) for customers for whom “termination
of electric service would be especially dangerous to such person’s health” will not be
available to Prepay participants. PEC will, however, defer disconnections on a day-
by-day basis in the event of extreme hot or cold weather (in accordance with
disconnect procedures filed with the ORS in 2006), the same as with all other South
Carolina PEC customers.

e PEC requests waiver of Subsection (b) of this Regulation in its entirety. This
subsection states: “Not more than two business days prior to termination of service,
the electrical utility shall make reasonable efforts by telephone or in person to
contact the customers that are subject to termination of service to notify him that his
service is subject to termination for non-payment. Alternatively, not more than three
business days prior to termination of service, the electrical utility shall notify the
customer by mail that he is subject to termination of service for non-payment. The
electrical utility shall maintain records of the efforts made to contact such
customers.” Prepay participants will not be contacted in the manner prescribed by
Subsection (b). Instead, they will begin receiving daily alerts 10 days before the
projected day upon which their Prepay account will reach zero, via one or more
clectronic media of their choice (including telephone), stating how much energy
remains in their account and urging them to add funds to their account to avoid
service interruption.

e PEC requests waiver of Subsection (¢) in its entirety. This subsection requires
utilities to “provide for the arrangement of a deferred payment plan to enable a
residential customer to make payment by installments where such customer is unable
1o pay the amount due for electrical service," and specifies how the utility shall
administer such installment plans by adding a portion of the customer’s debt to future
monthly bills. Deferred payment plans will not be applicable to Prepay participants
because, as noted before, PEC will not be rendering monthly bills for previously-
incurred usage based upon monthly meter readings. Because Prepay participants will
pay for their usage before it is incurred, they will be protected from accumulating
balances for failure to pay for previously-incurred usage. They will be able to prepay
for electricity in increments that meet their financial needs or constraints, and will be
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able to track their daily usage and thus decide when to add an additional amount to
their Prepay account to avoid service interruption.

e PEC requests waiver of the following portion of Subsecction (d): “..or to make
arrangements for the satisfaction of the balance of his account through a deferred
payment plan...” As explained in the requested waiver of Regulation 103-352(c)
above, PEC will not be offering deferred payment plans to Prepay participants.
However, when a Prepay participant informs PEC that he is having difficulty paying
enough to avoid service interruption, PEC will advise the customer that he may wish
to call the local social service agency for assistance (as it presently does with all
customers). This information will also be available on PEC’s website and will be
provided to all Prepay participants in the introductory materials provided to each
volunteer participant.

e PEC requests waiver of Subsection (¢), which requires the utility to “maintain a
record of all deferred payment plans established with customer subject to termination
for a period of two years.” As explained in the waiver 10 Regulation 103-352(c)
above, deferred payment plans will not be applicable to Prepay customers. However,
as noted carlier, PEC does maintain customer records in accordance with the 2-year
provision of Regulation 103-311 and will continue to maintain those records for all
customers, including Prepay participants. Those customer records will contain
records of any deferred payment plans established before the customer enrolled in
Prepay.

e PEC requests waiver of Subsection (f) in its entirety. This subsection requires
utilities to “provide a copy of the termination notice to any third party identified by
the customer upon establishment of the service account or at any time thereafier.”
As explained earlier, Prepay participants will not receive written disconnect notices,
but will receive daily alerts on various media of their choice for the last 10 days
before the projected date upon which the balance on their Prepay account is projected
to reach zero. Third-party notification of impending disconnection will not be offered
in this Program. However, third parties provided with the customer’s account number
will be able to make payments on the customer’s account from anywhere in the
country, by phone (credit or debit card); or at any MoneyGram location.

e PEC requests waiver of Subsection (g), which specifies that “Eleciric service may be
terminated only on Monday through Thursday between the hours of 8:00 a.m. and
4:00 p.m., unless provisions have been made for the availability of the acceptance of
payment and the reconnection of service. Electric service may not be terminated on
the day preceding any day on which the electric utility s collection offices are closed,
unless provisions have been made for the availability of the acceptance of payment
and the reconnection of service. All employees of electrical utilities assigned to
terminate service shall be authorized to accept payment from customers subject 10
termination of service or in lieu thereof, at the electrical utility's option, allow such
customer at least one full working day beyond the initial date set for termination the
opportunity to make satisfactory arrangements on the account at the offices of the
electrical wtility...” Prepay participants will be automatically disconnected at
approximately 10 a.m. when a negative balance exists, regardless of the day of the
week, holidays, etc. Prepay participants have round-the-clock electronic access to
their account and can make payments virtually instantancously in whatever amount
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they desire, by phone (credit or debit card); internet (via the participant’s computer or
internet-enabled mobile device); or at any MoneyGram location. Because there will
be no need for a utility employee to visit the premise when service is disconnected,
the requirement for employees to accept payment from Prepay participants (or grant
them an extra day to make payment) will not be applicable.
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PEC’s proposed Residential Service - Prepay Pilot Program Schedule RPP-18 Rider
(Experimental) (“Tariff)
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Carolina Power & Light Company d/b/a EXPERIMENTAL

Progress Energy Carolinas, Inc.
(South Carolina Only)

RESIDENTIAL SERVICE - PREPAY PILOT PROGRAM
SCHEDULE RPP-18

AVAILABILITY

This Schedule is available at Company’s sole option on an experimental basis to a maximum of 1,000
residential customers, in South and North Carolina combined, in designated areas where Company offers
prepaid billing service. Designated areas include Florence (zip codes: 29501, 29505). The electric service
provided to Customer is to be used for domestic purposes in and about a residential dwelling unit, including
electric service used on a farm and in the preparation of the farm's products for market. A residential
dwelling unit served under this Schedule may be used as a boarding house, fraternity house, tourist home, or
like establishment, provided such residential dwelling unit is one which ordinarily would be used as a
private residence.

Service under this Schedule is not available: (1) for processing (or handling) for market of farm products
produced by others; (2) for separately metered domestic or farm operations; (3) for individual motors in
excess of 10 HP (in exceptional cases, motors as large as 15 I[P may be served upon approval by the
Engineering Department); (4) for commercial or industrial purposes; (5) in conjunction with Residential
Service Energy Conservation Discount Rider RECD, Meter-Related Optional Programs Rider MROP, or
Net Metering for Renewable Resource Rider NM: (6) for Customer with special termination codes limiting
service termination, including but not limited to households utilizing medical life support equipment and
households qualifying for the December-March winter moratorium on service termination; (7) to Customer
who has designated a third party to receive notification of any pending termination notices; (8) in those
arcas where Company does not offer prepaid power service: (9) for Customer with greater than onc month
arrearage at the time of application; (10) for service in conjunction with Company’s non-regulated products
or services; (11) for service in conjunction with Area Lighting Service Schedule ALS; (12) for other uses
not specifically provided for by the provisions herein; or (13) for resale service. This Schedule is also not
available to residents served under a Landlord Agreement. Customer may not participate in the Equal
Payment Plan, bank draft program, e-bill program, or an installment payment plan while participating under
this Schedule.

This Schedule is available to customers served under the Residential Service Load Control Rider [.C-SUM
with applicable billing credits being applied to the prepay account. Service under this Schedule shall
terminate on December 31, 2014, unless extended or terminated by order of the Public Service Commission
of South Carolina.

APPLICABILITY

This Schedule is applicable to all electric service of the same available type supplied to Customer's premises
at one point of delivery through one prepaid metering system.

TYPE OF SERVICE

The types of service to which this Schedule is applicable are alternating current, 60 hertz, single-phase 3
wires at Company's standard voltages of 120/240 volts served from a self-contained meter base of 200
amperes with metering capable of rendering prepaid service.

MONTHLY AND DAILY RATES

A. Basic Facilities Charge: $6.50 per month (80.21355 per day)
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B. Kilowatt-Hour Charge:

Billing Period ofs-Rendered-Puring July —October 9.868¢ per kWh
Billing Period ofs-Rendered-During November — June 9.349¢ per kWh

C. Other Charges:
In the event Customer receives service under Street Lighting Service (Residential Subdivisions)
Schedule SLR, such monthly charges, plus applicable SC Franchise Tax, shall be divided by 30.4,

rounded to 5 significant digits, and billed on a daily basis consistent with the billing of the Basic
Facilities Charge.

D. Monthly Reconciliation:
Monthly billing will be calculated using the above rates and conventional billing practices.
Following calculation of the monthly bill, an adjustment will be made to the prepay account for any

difference between the calculated monthly bill and the bill calculated at the daily rates stated above.

FUEL AND DSM/EE ADJUSTMENT

Fuel and related environmental costs as set forth in Rider No. 391 and demand side management and energy
efficiency costs as set forth in Rider DSM/EE-3 are included in the above charges and are subject to
adjustment by order of the Public Service Commission of South Carolina. The rates applicable under Rider
DSM/EE-3 are provisional and are therefore subject to true-up with interest upon further review by the
OfTice of Regulatory Staff and the Public Service Commission of South Carolina.

SALES AND FRANCHISE TAX OR PAYMENT IN LIEU THEREOF

To the above charges will be added any applicable South Carolina sales tax, and for those customers within
any municipal or other local governmental jurisdiction, an appropriate amount to reflect any franchise fee,
business license tax, or similar percentage fee or tax, or charge in lieu thercof imposed by such entity.

PAYMENTS AND BILLING

Prepaid electric service shall be purchased only at locations designated by Company. Customer is
responsible for any fees or other charges associated with the selected payment option. Payments will be
accepted at all MoneyGram locations. Payments may also be made via credit or debit card, for single or
recurring payments, via telephone, the internet or an internet-enabled mobile device; however, a $1 per
transaction fee will be immediately deducted by Company for payments using credit or debit cards. If
service has been disconnected, Customer must purchase a minimum of 2 days of power, based upon
Customer’s average consumption, to have service restored. Reconnection of service is expected within no
greater than 2 hours of receipt of payment when using these payment options.

Customer should not utilize other payment methods, including but not limited to paystations, EasyPay or US
Postal Service, as such methods will cause substantial delays in posting payments to Customer’s meter and
may result in disconnection until the payment posts.

If Customer incurs a charge, including but not limited to an outstanding balance following disconnection or
a Service Charge, it will be immediately deducted from Customer’s payment.

In the event Customer has an indebtedness with Company for electric service previously provided, twenty-
five percent (25%) of payments will be applied to any arrcarage that exists at the time prepay service is
initiated until the indebtedness is satisfied. In the event Customer has an electric service deposit with
Company at the time Customer elects to take service under this Schedule, the deposit, plus interest, shall be
posted to the prepaid account once all outstanding indebtedness for prior service is satisfied, unless
otherwise directed by Customer.
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DISCONNECTION AND RECONNECTION OF SERVICE

At such time as the value of the electric service consumed equals or exceeds the prepaid purchases, electric
service will be disconnected by the prepaid metering system until additional purchases are made.
Disconnection will occur at approximately 10:00 a.m. when a negative balance exists and may occur on
holidays or weekends. Daily charges associated with the Basic Facilities Charge and Schedule SLR, if
applicable, will continue to accrue during the period of service disconnection and will be immediately
deducted from the next payment.

CONTRACT PERIOD

The initial Contract Period for service under this Schedule shall be for thirty (30) days. A customer may
request termination of service under this payment option at any time following expiration of the initial
Contract Period with any outstanding payment balance being refunded after all indebtedness is satisfied.

REAL TIME USAGE INFORMATION AND IN-HOME DISPLAYS

Consumption, billing information and other corporate communications such as bill inserts will be
communicated via an internet/web portal, electronic mail messages, text messages, and telephone, as
appropriate and designated by Customer. Upon request, an optional in-home display device will be
available at no charge to the first 250 customers requesting this device in lieu of other methods of contact.
Customer shall select one or more alert notifications regarding program notices, payment notices or balance
notices via their designation communication option(s). Company will not mail or deliver regular monthly
bill payment and consumption information to Customer.

In the event the in-home display device is damaged by acts of Customer or others, Customer shall pay a
replacement charge of $190. Correspondingly, if Company requests and Customer fails to return the in-
home display device to Company at such time as Customer discontinues receiving service under this
Schedule, Customer shall also pay a charge of $190 to Company. Company reserves the right, in its sole
discretion, to transfer ownership of the device to Customer at the end of the pilot.

GENERAL

Service rendered under this Schedule is subject to the provisions of the Service Regulations of Company on
file with the Public Service Commission of South Carolina. The Public Service Commission of South
Carolina has waived the application of certain Regulations regarding meter reading, disconnection of
service, bill presentation and notice requirements due to the unique nature of Prepay. In case of conflict
between any provisions of this Schedule and the Service Regulations, the provisions of this Schedule and
the Commission waiver of its Regulations shall apply.

Effective for prepaid service and purchases on and after ,2012
| SCPSC Docket -2009-190-E, Order No. _
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